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addition living agriculture and focus on the 


dynamics of price reform will also help us to avoid 
inflation 


JINGAL VANJIL Discusses baterprise Bankruptcy 
1K 290610229) Beging INGA VANIIU in Chinese 
No 2, 20 Feb 02) pp 45-90 


Article by Song Vangyan (1145 7402 8827) of the 
Academy of Social Scrences Loonomn Research 

. Rankrupicy The Only Way To 
Mate Enterprises | 
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[Teat] In the commodity economy. where there 1 com. 
petition. there 8 victory and defeat The interchange of 
rise and fall. and life and death between enterprises is the 
iron law that dominates enterprise behavior and deter 
mines the enterprises’ destinies In the Western world. if 
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Hy enterprise bankruptcy we mean that the enterprine. 
as subject of commodity production and operation, 
> ap “yY in the y+ 1 activities, cvther due to 
aging of equipment and tec aolosy i oper 
ation and managemen! because ye are 
wnwanted. of because of bad quality and high cost When 
such losses reach a ‘critical value.” for instance, when 
capital cannot compensate for debts. or when an enter 
prise is insolvent, to clear up ite debits or pay off its 
Crediton. an enterprise D cenindind to dam dame Thies 
is called enterprise bankrupicy in the eoonomic sense 
Whai mers our atiention here i thal, as signs of 
bankrupicy.  apital cannot compensate for debts” and 
“ymsolvency ore two different concepts “Capi 
compensate for debts’ refers to the fact that the total 


prise has not yet reached the catent that its capital 
cannot the debts, due to one reason oF 
another i 


not have the cash 00 pay outstanding 
debis In the West some countries. instance the 


use both standards as the basin for bankruptcy 


There 1s also a 
the legal senee 
independent civil subject recogn 
bankruptcy 
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by law and when 
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another kind » unlimited hatilitves that 1. an enterprise 
1s hable to pay all outstanding debts As to how and when 
10 pay. 1 6 all handled according to the law 


“The Bankruptcy Law's” enactment the systematiza- 
won of the legal sense of enterprise bankruptcy The 
basic purpose of such a system 1s to protect the creditor's 
legal rights and interests Hf there are over two creditors. 
they must be ensured their fair interest in the redemp- 

interests. 


tron of debts To protect the debtor's and 
if the debtor 1 not subject to hatilitees, but to 
lemited hatilities he should repay debts by hes legal 
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again engage if any bind of coOmOMMH activities per 


mitted by law 


fegained the righi io be a free man coonomueally, and can 
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with other's investments of enna 
commodity producer and operator thal can make 
sons 1A Operations and is responsible for its profits 
to laws of the state. and have 
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an enterprise cannot compensate for ite debs with its 


capital, and is compelled wo close down due to insol 
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people and therefore the slate must pol stand ade 
without rem uing the — lt can only “take from the 
fat to pad the lean,” “rob the rich to aid the poor,” and 
and difficult 


hitting dogs’ If things continue this way. what we are 

hows fs Got just material wealth owned by the whole 

prt hal oferta Monn tt ea a 
and China's sociahem and living tandards 


OF course. 1 actual life, there are certain difficulties in 
carrying out the bank syste 4 enterprises 
owned by the whole Such di tes mainly 
come from the limits to and weakening of en 

behavior by enterprise debts Al present. enterprise ‘ 
mainly come from two aspects one is bank loans There 
are many enterprises in China suffering from serious 
losses but nevertheless continue to increase wages. 


relying on soft limitation loans from banks Banks are 
used to “cating from the same tig meal pot.” or else they 
themselves face the mek of bankruptcy Therefore. they 
have a very dim consciousness that enterpriee debts must 


ages of the state's executive organs. which are forced 
deliver — to oe without 
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But all these can be overcome in the course of 
reform 
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However. enterprise bankruptcy is fot the product of the 
capitaliat » . bul an mevitable outcome of the 
growth of the commodity economy and the credit rela 
tion parallel to it ae ep S Se con © 


bankrupt through competition is the reappearance of | 
operation mochaniem of general commodity economy in 
the socialist commodity economy. and using it to serve 
the socialist planned commodity economy's growth is 
be 


oon: 
aspects. and will vigorously 
promote the socialist panned commodity economy's 


perfection and growth 


First, enterprise bankruptcy strengthens the risk con- 
sciousness of enterprises. brings out thei vitality and 
steps up their motive force Market is the “battlefield” of 
enterprises for competition of skills No matter what the 
enterprise. if it wants to remain invincible in compet 


. 


. can effectively determine 
and control enterprises’ vior The setting up of 
the bankruptcy system every enterprise 
great importance to the study of self- 


investment. 

of self-renovation. self-remoulding and self. 
development. amplifies the potential for future develop- 
ment. and promotes its growth and flournshing 


Third, it 1s favorable for all members of an enterprise to 
unite into a community sharing honor and disgrace and 
ing responsible in common for profits and losses 
izing the initiative of the workers and staff has 
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ever higher demands for bonuses, material benefits and 


welfare The setting up of the bankruptcy system and the 
cy Mechaniem's role can force the masters to be 


Fourth, | can fundamentally promote the rational Now 
of labor forces. and overcome the difficulty in cut 
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This is becouse with 

hand. all enterprises 

survive and seek development. 

association of labor. . . 
sake all drawbacks that are in the way of optimizing 
association of labor. on the other hand. competition 
between enterprises. and competition for employment 
between laborers. would create under the circumstance 
of successive flow of the labor forces many new ways of 
employment. including new-born trades and branches 
apy yee Pay fy wey 
"s not difficult to see that the reform of labor and 
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the toilet, and going to Seep Some people said their 
factories and plants today have almost everything you 
can find if society, except a “crematory ” Factores and 
plants are “big society” in reality as well as in name. The 
great majority of China's factory and plant directors are 
more like “mayors” or “governors” than “ent : 
neurs How can such heavily loaded enterprises, with so 
many burdens slow and sluggish. march forward with 
light packs and improve their economic performance” 

arrying out the enterprise bankruptcy system would 
force enterprises to think that if they want to seek their 
own survival and development. they must compel them- 
selves to get md of unnecessary burdens and improve 
their internal organizational structure. purify their own 
scope of functions on the basis of division of labor and 
specialization. and create their own necessary internal 
conditions for improving economic performance and 
efficiency 


Siath, if seen from macroeconomics, the bankruptcy 
system is conducive to breaking with the separation of 
depariments from regions, and with area blockades, and 
to promoting annexation and coalition between enter: 
prises If any commodity economy. the setting up and 
systematization of the enterprise bankruptcy system, if 
not viewed partially but as a whole. and if not viewed 
from a static but from a dynamic state. mark the further 
perfection of the commodity economy and vanous kinds 
of its operation mechanisms From a certain sense. they 
also signify the final perfection of the operation process 
and the commodity economy's behavior This is because 
there exists between competition and bankruptcy a cause 
and effect relation that admits no Competition 
leads to bankruptcy of a small nu of enterprises. 
and enterprise bankruptcy in turn intensifies competi. 
tion Mar said. commodity producers recognize no 
authority other than that of competition The might of 
competition knows no bounds As an intrinsic motive 
force within the enterprise, competition can arouse quite 
extensively people's boundless enterprise mentality. and 
cultivate in people willpower and the spirit of bold 
inMovation. as external pressure. competition forces 


develop toward benign circulation 
Seventh the von of bankruptcy —the 
imtroduction of the “Bankruptcy Law” —has become an 


important means of the state to administer the economy 
Vertically. it favorable to readjusting the relation 
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beiween the state and enterprises, fully mobilizing ther 
iMitiative, ensuring the effective use. accumulation, and 
increments of the properties of the whole people. and 
ting any encroachment of transgression from 
or outside Honzontally. it is favorable to coord 
nating the relation between enterprises for equal compe 
tition, for the better to win out and the wore to be 
eliminated, for sacrificing the minority and helping the 
majority to achieve their = being favorable to 
nt of enterprises owned 
To ensure winning out of the better 
by climination of the worse ones, to ensure prosperity by 
bankruptcy, and to change pressure into motive force— 
these are sources of strength of the bankruptcy system 
and its mechanism 


Four, has China at present acquired the prerequisites for 


green leaves!” The bankruptcy system's implemeniation 
requires certain conditions For instance. it 1s necessary 
for enterprises to have the decision-making power in 
operation, and it 1s obviously irrational for enterprises to 
undertake bankruptcy responsibilities if they are now 
given the decision-making power Let us take another 
example, enterprises need to have a market environment 
which enables them to bring their role into ply Such a 
market should be a market system built by markets of 
commodities, funds. labor forces. technology. and infor. 
which are mutual infiltrated Especially impor- 
market of funds made up of links of multi. 
irculation If the source of funds relies only on 
state banks, then the enterprises’ ability to 
will depend to a large extent on whether 
is tight or casy Whenever money is tight, it 
very hard for enterprises in trouble to find 
room for rescuing themselves. which often 
quaameeety in coercive commercial and credit 
enterprises. and affects the norma! opera. 
number of enterprises. Some of these 
face the dangerous circumstances of 
ion or closing down. Under such 
circumstances, it would be difficult for the 
bankruptcy mechanism to bring its role into play nor- 
mally. It is also impossible to carry out the “Bankrupicy 
Law.” For example, there are now large numbers of 
losing enterprises in China. yet factors that affect the 
a oo are very complicated, of which the 
factor plays 2 a very important role As the price 
the price relations under the present stage are 
artificially twisted. many enterprises are placed under an 
unequal competition environment Viewed from input. 


He 


2a72E 
Ht 


ale 


verage 
price supply, they casily gain fabulous profits. on the 
contrary. some enterprises’ operation and management 
level 1s quite high. their techniques and technology are 
also advanced. but as they must purchase their maternal 
elements at high prices from the market. costs see big 
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increases, and reduced profits, of even losses or serious 
losses result) Now we take a further look at output. As 
there is a “double track system” in commodity sell ing 
prices, it would also lead to unevenness of hardship a 
happiness, not knowing whether to laugh or cry Under 
such circumstances, it is very difficult to bring the 
bankruptcy mechanism into play, and also very difficult 
to carry out the “Bankruptcy Law.” All these show that 
the rope system's implementation must go along. 
side the s of the financial and price systems, and 
must not be carned out in depth in isolation. However, 
going alongside does not mean forging ahead together. 
ho: does it mean starting when ail conditions are mpe 
That kind of ideal state may never come. Things are 
always developing and pag To carry out any 
reform plan, as long as we have acquired the basic 
prerequisites, we can “cross the river by groping for 
stones,” annoy Bes periences and improving our- 
selves while moving 


Under the present stage, has China acquired the prereq- 
uisites for carrying out the bankruptcy system” If we look 
at the matter calmly and objectively, we can say she has 
acquired the prerequisites on a preliminary basis. 


First, on the past 10 years and more, based on the 
principle of separation of the two powers, China ecar- 
nestly carned out various reforms in expanding the 
decision-making power in operation, i.¢. centering 
around delegating power to lower levels and letting them 
retain a proportion of profits. Direct executive interfer- 
ence in enterprise production and operation activities by 
the government was greatly reduced. and enterprises 
enjoyed more decision-making power in production and 
operation, in personnel appointment, products distribu- 
tion, labor and wages, and pricing. The “PRC Law for 
Industral Enterprises Owned by the Whole People” was 
adopted by the National People’s Congress in April 1988 
(herein after referred to as the “Enterprise Law"), in 
which 13 articles were laid down concerning enterprises’ 
decision-making power, which 1s legalized in detail. 
Recently, to in te enterprises. the central govern- 
ment emphasized by repeated imjunctions that it was 
necessary to implement the “Enterprise Law.” and ear- 
nestly respected the ¢ cision-making power of enter- 
prises 


Second. the market and its system are being gradually 
developed and improved In the consumer goods 
market, state monopoly for purchase and marketing of 
from a small number of consumer goods, such as grain 
food and oi! stuffs, which are still purchased by contracts 
and supplied by vouchers. the remaining over 90 percent 
of consumer goods are primarily regulated by market 
(not including living quarters for the time being). The 
market of the means of production is gradually taking 
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volume of sales of the means of production, the propor: 
tion of floating prices under the guidance of state plan 
and prices completely set by markets has exceeded 60 
percent Fixed labor markets and productive forces mar: 
kets of a certain scale have been built in various large 
and medium cities across China These markets are 
important places for placing people waiting for yobs, and 
for taking in the labor forces cast aside by enterprises 
that have gone bankrupt. They have created the neces 
sary conditions for the flow o} productive forces between 
enterprises and undertakings A short-term market of 
funds has been set up on a preliminary basis. The 
accommodation of funds between banks and enterprises 
in cities all over China has reached almost 400 bilhon 
yuan. Stock cachanges have been set up in Guangzhou, 
Shanghai, and Shenzhen. and development of a long 
term funds market has begun Besides, technology and 
information markets arc being caplored, built, and 


developed 


Third, the price relation which has been twisted is 
developing toward a favorable direction in the course of 
readjustment and reform The double track price system 
is disintegrating gradually, and prices of the majority of 
consumer goods have been released For products under 
the double track price system. for instance iron and steel 
and a number of machinery and clectrical products, the 
gap between the two tracks 1s narrowing gradually. The 
prices of some products are already very close, and those 
of others have merged tracks Although China has not yet 
completely built up an open and rational price system 
with market supply and demand as the main basis under 
effective macroeconomic control by the state. vet after 
reform in recent years, especially after reform in the past 
two years, China has made a very big step toward this 
system 


Fourth, China's legal system is being improved and 
developed at an unprecedented rate The setting up of 
the enterprise bankruptcy system is based on the legal 
system. It should be seen that China's laws, especially 
economic legislation and a number of economic laws and 
regulations which have a direct bearing on bankruptcy 
and closing down of enterprises. have mosily been imple- 
mented, and some are being enacted Most important of 
all is that the “General Rules” have long been intro- 
duced, which is the most authoritative basis for the 
implementation of the “Bankruptcy Law.” The “Enter- 
prises Law’ has further standardized enterprise 
behavior. which has thus provided a more reliable guar- 
antee for the enterprise bankruptcy system's implemen- 
tation 


Fifth, presently. there are no more serous obstacles to 
the implementation of the enterprise bankruptcy system 
than worres whether waiting-for employment and 
unemployment of a number of workers and staff after 
enterprise bankruptcy would become factors for social 
instability Such wornes are understandable. yet they are 
not quite necessary If everything is fixed and not 
allowed to develop for the sake of stability, it might lead 
to greater instability. The correct way should be: Under 
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the general situation’s basic stability, eflorts should be 
made for society to make faster development in reform 
As for the problems of waiting-for employment and 
unemployment of workers and staf! after enterprise 
bankruptcy, they can be resolved by reforms in the social 
welfare and security system, On this matter, if we can 
achieve “dig canals first and drain off water afterwards.” 
that is fine of course, but if that cannot be achieved on a 
large scale, then “dig canals while draming off water.” 
Simultaneous development of “digging and “draining” 
will also be all night. For bankruptcy of a small number 
of enterprises, they may even “drain off water first and 
dig canals afterwards” when necessary, to promote ‘dig 
ging” by “draining” to bring about the situation “where 
water flows, a canal is formed.” In short, it 1s necessary 
to find ways to satisfactorily handle the relation of 
“forming a canal” and “draining off water,” \.¢. to solve 
the of surplus people Regarding reforms in ins 
respect, Shenzhen, Hainan Province, and Sichuan Frov- 
ince have already made quite big strides forward. and 
their experiences can be used for reference and be 
popularized. 


QIUSHI on Enterprise Payroll Reform 
HK 1606004492 Beying QIUSHI in Chinese No 6 
16 Mar 92 pp 29-32 


{Article by Qian Shiming (6929 0013 2494). Tong 
Yuanshi (4547 3293 6524): “Exploration for Deepening 
Enterprise Payroll Reform’| 


[Text] i No. 2 Textile Machines Factory (here- 
inafter called No. 2 Textile Machines) is one of the large 
core enterprises in China's textile machine-building 
industry. The factory employs 4,200 workers, and 1 has 
three major products, namely, spinning frames, chemical 
fibre spinning machines, and dyeing maciines Since the 
factory started a series of reforms in 198+ it carried out 
reforms in the responsibility system for fac. ory director. 
the comprehensive system of contracted responsibility 
for all staff, and the system of foreign trade accord. to 
its own accord, so that the enterprise was fully vitalized. 
The major turning point took place in 1988, when the 
factory was selected to carry out on a trial basis reform of 
“opening up the operations,” to separate the flow of 
taxes from that of profits, to repay loans after taxation, 
to reduce the income tax rates, and to distribute payroll 
according to one’s own accord. At present, it seems that 
the factory has made remarkable achievements in such 
reform, and has become one of the most lively and 
energetic large or medium state-run enterprises in 
Shanghai Municipality. 


Prior to 1988, the No. 2 Textile Machines’ wage system 
was, like other enterprises, to link the total payroll to its 
economic performance. In the “linkage,” the payroll and 
the base figure of economic performance, which were 
determined by the competent departments, as well as the 
floating ratio between the two, were far from reasonable. 
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and the problem of “whipping the fast ox” became a 
long-standing one, thereby hampering the initiative of 
cadres and workers, and constraining the development 
of productive forces 


Compared to the practice of “linking payroll to eco 
nomic performance,” the “distribution of payroll! 
according to one's own accord,” which is being carned 
out on a tral basis, has not only solved the problem of 
“whipping the fast ox," but also made breakthroughs in 
the areas of self-constraint and development. Its major 
approach was 


(1) The enterprise no longer adopted the pra ce of 
“linking payroll to economic performance Rather, it 
determined on its own accord the growth rate of workers’ 
payroll according to \.s production development situa- 
tion and the improvement of economic performance 
Correspondingly. the enterprise proposed two rigid self- 
constraint indexes: The enterprise's total payroll growth 
must be lower than the growth rate of profits and tax 
delivery, and the workers’ growth in average actual 
payroll must be lower than the growth rate in the whole 
= labor productivity (hereinafter called the “two 
rs”) 


(2) That portion of profits retained by the enterprise was 
only divided into the production development fund, the 
reserve fund, and the workers’ welfare fund, and no 
other bonus funds were established In the past. when 
“linking payro!! to economic performance,” the workers’ 
bonuses were paid out of the enterprise's retained 
profits. Now. the bonuses are paid out of the costs 


(3) When “linking payroll to economic performance,” 
the payroll and bonuses were paid out of two different 
sources. The readjustment and control of bonus distn- 
bution was realized through a special tax on Sonuses. 
After the “distribution of payroll on one’s own accord” 
was adopied, both the bonuses and payroll were paid out 
of the same source, so that the tax on bonuses was 
correspondingly abolished. and only the readjustment 
tax on wages was levied. At the same time, the readjust- 
ment tax on such portion of monthly wages earned by 
individual workers exceeding 420 yuan was withneld 
and delivered by the enterprise according to state regu- 
lations. 


(4) “Nonbudgetary” income was transferred into “bud- 
getary™ income, that 1s, items such as “labor allowance” 
and “peasant workers’ payroll,” which were originally 
not included in the labor payroll report, were counted as 
part of the total payroll; this approach was used to 
eliminate any other form of payment of “nonbudgetary™ 
individual income. 


(5) The enterprise determined on its own accord its 
payroll system, its form of distribution, and the distnb- 
utable payroll, thereby appropriately implementing the 
principle of distribution according to work 
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The results of “distmbution of payroll according to its 
own accord” achieved in recent years by No. 2 Textile 
Machines were remarkable, and have proved that this 
was a successful reform and that it has a strong vitality 


(1) The mechanism of economic forces, which focused 
on economic performance, was strengthened, so that the 
economic results of enterprises were continuously, and 
steadily improved 


When the enterprise “linked payroll to economic perfor- 
mance,” it took its actual economic performance of a 
particular year as the basis of assessment, and there 
could be growth in the payroll only when the economic 
performance was better than the growth in base figure 
The beticr was the economic performance. the larger was 
the base figure, so that it was more difficult to further 
increase the payroll. Therefore. the enterprise would face 
the problem of “whipping the fast ox." In addition, as 
the competent departments always checked the annual 
increase in the payroll, that portion of funds exceeding 
the total amount was turned into savings and th -ame 
“cakes in the shopping window” so that one could only 
see them but could not consume them Since the growth 
in the workers’ income was not closely linked to the 
enterprise's economic performance, this did not fully 
mobilize the workers’ enthusiasm work hard and make 
joint efforts to improve economic performance 


After it adopted the “distribution of payroll according to 
one’s own accord,” the relativity between increase in 
workers’ income and the enterprise's economic perfor- 
mance was further enhanced. In forming the total pay- 
roll, the enterprise had to depend on itself to “bake the 
cakes,” and might take its share, so that the decision- 
making power was completely in the hands of the enter- 
prise, which reflected both motive force and nsks, and 
encouraged every worker of the enterprise to become 
more concerned about the enterprise's production, oper- 
ations, and economic performance. In the previous cam- 
paign to “increase production and practice economy and 
increase revenue and reduce expenditures.” the workers 
did not care about that because they thought that the 
campaign was a matter for the leadership and cadres 
They now see those areas as their own affairs and have 
really developed the thinking of jointly assuming eco- 
nomic responsibilities and jointly sharing the economic 
achievements, with the enterprise's operators. The adop- 
tion of distribution of payroll according to one's own 
accord helped solve the problem of “whipping the fast 
ox,” so that everyone in the factory was of one mind to 
safeguard a continuous increase in labor productivity — 
the source of their payroll—and that the factory orga- 
nized the work force to tackle two key points, namely 
technological transformation and development of new 
products. In the three years after the adoption of “dis- 
tribution of payroll according to one’s own accord,” the 
amount of capital invested in technological transforma- 
tion was equivalent to 26 times that of three years 
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before, and as many as over 20 new products at interna 
tional advanced level of the mid- 1980's were developed, 
© that vast domestic and overseas markets were devel: 
oped The economic performance was sharply improved, 
as did the workers’ payroll, fully illustrating the proper 
vitality of large and medium state-own enterprises 
According to statistics, compared to 1987, the 1990 gross 
industrial output vilue of No. 2 Textile Machines grew 
at an average annual rate of 8.41 percent, its realized 
profits grew at an average annual rate of 19.9 percent, its 
profits and tax delivery grew at an average annual rate of 
23.61 percent, its export value grew al an average annual 
rate of 57.54 percent: its labor productivity of all staff 
grew at an average annual rate of 9.25 percent, and the 
actual payroll of its workers grew at an average annual 
rate of 6.16 percent 


(2) The implementation of distribution of payroll 
according to one’s own accord promoted reforms 9 the 
enterprise's internal distribution system 


Pror to the adoption of “distribution of payroll 
according to one’s own accord,” though the enterprise 
exercised in name the decision-making power in internal 
distribution, the enterprise's distributable payroll to be 
was still controlled through administrative means by the 
upper departments. It was usual'y the case that the actual 
payroll to be distributed was vot known until the second 
half of that year, and the specific distribution policies 
remained changed throughout the years. so that the 
enterprise was always in a passive position of waiting for 
policies, requesting a prompt decision, and fighting for 
quotas The wage distribution fund was often left intact 
in the early days of a year, but was quickly consumed by 
the end of that year, so that it was really difficult to 
distribute according to work. Following the adoption of 
distribution of payroll according to one's own accord,” 
the enterprise might project at the beginning of a year. 
and worked out annual plans, according to the situation 
of production and operations of that year, in the areas of 
internal distmbution and payroll, and correspond:ng 
labor and insurance reforms, and might make arrange- 
ments for production and operations to max.mize the 
payroll’s input-output efficiency 


After implementing the “distribution of payroll 
according to one’s own accord,” No. 2 Textile Machines 
fully utilized the decision-making power of internal 
distribution by depending on the guaranteed amount of 
the _janned increase in payroli, and implemented a 
series of reforms “at its own cost.” Reforms were carned 
out on two levels. The first was to reform the basic 
payroll system and find an accurate basis for paying 
wages They replaced the unitary wage system for tech- 
nical grades (in eight grades) with payroll formed by 
multiple constituents, which mainly consisted of payroll! 
in respect of the posts and level of technical skills. and 
included allowances, subsidies, and bonuses A compre- 
hensive assessment was conducted in ihe areas of labor 
skills, labor intensity, work responsibility, and working 
conditions, to determine the workers’ payroll according 
to their posts and technical skills. Payroll based on posts 
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were divided into [8 types, in which each was further 
divided into five steps payroll based on technical skills 
were divided into |2 gradvs, in which each was further 
divided into three steps. The second level was to pay the 
actual payroll fMeaibly. and on the basis of assessment, to 
widen the difference of payroll being distributed 
Through the implementation of different economic 
responsibility systems in branch factones, sechions, ud 
offices, the enterprise widened level by level the bonus 
fund, as well as the amount of distribution in ‘Se branch 
factories, sections, and offices, b’ carrying out various 
measures, such as contracting comprehensively, linking 
bonuses to profits. and giving bonuses for overfulfilled 
output. Also, such branch fo tones. sections, and offices 
further widened the difference in distribution among 
individual workers on the basis of assessing the actual 
amount of labor contributed by everyone, as they made 
each individual worker contribute a portion or even all 
of his wages to a bonus pool to calculate rewards through 
various fixed rate wage systems. such as the piece-rate 
and point systems At the same time, they set up |! items 
of special management. covering quality. safety. techno- 
logical transformation. energy conservation, and promo- 
tion of work teams. to closely integrate bonus distribu- 
tion with the work of speeding up the pace of 
transformation and realizing the goal of increasing pro- 
duction and practicing economy and increasing revenue 
and reducing expenditures 


This reform in payroll by No 2 Textile Machines, which 
was carned out on its own accord and “at 11s own cost,” 
invigorated at microleve! the internal distribution. (1) 
The establishment of a mechanism bringing about 
normal growth in workers’ payroll had taken shape 
Workers might increase their payroll through different 
channels, such as promotion by improving their skills, 
change of payroll grade by changing their ; osts. payment 
of floating bonuses, and increase in the wage scale and 
standard rates of allowances. The payroll operation was 
always in a dynamic state. (2) The composition of payroll 
was optimized. the proportion of bonuses was dropped, 
and the proportion of payroll was correspondingly 
increased. (3) The contradiction that the wage scale did 
not correspond to the level of technical skills was pre- 
liminarily mitigated (4) The relations of internal distn- 
bution in the enterprise were reasonably readjusted, 
which reflected the difference in labor requirements 
among different posts. so that the wage distnbution 
favored those who worked on the front-line production 
posts. harsh. dirty. tiresome. and dangerous posts, and 
posts requiring key technical skills, thereby developing a 
reasonable flow of personne! in the enterprise. (5) The 
relations between payroll and prices were initially ratio- 
nalizecd’ and the enterprise might set up its price subsi- 
dies, in addition to the ones prescribed by the state, 
thereby realizing an appropnate separation of flows 
between “permanent payroll!” and “price subsidies,” and 
creating better conditions for distribution according to 
work. (6) The enterprise developed a self-constrait 
mechanism in wage distribution. which was favorable to 

















10 FCONOMIC 


correctly handling the relations of interests among the 
Slate, enterprises, and individual worker 


The “linkage between payroll and economic perfor 
mance’ changed the enterprise's mechanism of 
increasing the aggregate payroll, which was no doubt a 
major breakthrough in reforming the enterprise's fe.) 
roll. Nevertheless, in the “linkage between payroll and 
economic performance.” those two bases and that ratio 
were approved by the competent government depart 
ments, and the subject of such control was the govern 
ment. After No. 2? Textile Machines implemented the 
“distribution of payroll according to one's own accord.” 
it might determine on its own accord its payroll growth 
rate according to its production des clopment and plans 
of improving economic performance, while taking the 
“two lowers” as the constiaming condition Hence, the 
subject of such control was switched from the govern: 
ment to the enterprise, which thus brought about an 
invisible binding force to urge the enterprise to con 
sciously safeguard that the profil and tax delivery growth 
was higher than that in enterprise's total payrol’ safe. 
guard that ihe enterprise would have sufficrent accumu 
lated funds to meet requirements in pursuing production 
development and tech ology progress. and safeguard 
that the growth in labor productivity of all staff was 
higher than that in the average actual payroll of workers 
thereby taking into consideration the interests of the 
State, enterprises, and individual workers Over the past 
three years. the ratio of the enterprise's accumulated 
amount of profits and tax delivery to the growth in its 
total payroll was 1:0. 81, and the ratio of labor produc- 
tivity of cil staff to the growth in average actual payroll 
was 1:0 84 


(3) The mechanism of the state's macroreadjustment of 
the enterprise's aggregate payroll was optimized so that 11 
was favorable to proportionally increasing the workers’ 
payroll in a planned way 


The key to effectively preventing the total payroll from 
being out of control 1s to embody the state's macroread- 
justment im the enterprise's self-constraint. It was no 
doubt that the distribution of payroll by No 2 Textile 
Machines according to its own accord paved the way for 
optimizing the macroreadjustment Al the same time. to 
abolish the payment of bonuses out of the retained 
profits helped eliminate the phenomenon that the bonus 
fund squeezed in varying degrees the production devel. 
opment fund, which was common under the practice of 
“linking payroll to cconomic performance”. helped 
transfer the “nonbudgctary” income into the total pay- 
roll account, thereby improving the transparency of 
revenue distnbution, clhiminating the “leakage through 
nonbudgctary items.” plugging a major loophole in the 
macroreadjusiment, and helped substitute taxcs on 
bonuses with the readjustment tax on wages. strength- 
ening the collection and management work concerning 
the readjustment ‘ax. and strengthening taxation’s mac- 
roreadjustment function 
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The “distribution of payroll according to one’s own 
accord” by No. 2 Textile Machines was an exapermmental 
practice, which provided much useful experience in 
deepening reforms in the enterprise's payroll, as well as 
revealing some issues worth being further discussed and 
studied 


hist, in the “distribution of payroll according to one’s 
own accord,” should we take reforms in the contracting 
system as the prerequisite for separating the flow of taxes 
from that of profits’? In the No. 2 Textile Machines’ 
approach, the “distribution of payroll according to one's 
own accord” was carned out on the basis of separating 
the flow of taxes from that of profits, and repaying loans 
after taxation We hold that although the separation of 
flow of taxes from that of profits 1 the direction for 
reforming the distribution relations between the state 
and enterprises, an necessary prerequisite for carrying 
out the distnbution of payroll according to one's own 
accord 18 autonomous operations by enterprises Only 
when we allow enterprises to freely operate on their own 
accord can we require them to be responsible for their 
profits and losses in revenue distribution. and can we 
make enterprises give play to their subjective initiative 
to merease the payroll by working hard rather than by 
bargaining with, or relying on, the guarantee of the 
government Theoretically speaking, provided that 
enterprises are allowed to operate on their own accord 
enterprises that adopt the contracting system may also 
carry out distnbution according to their own accord 
Nevertheless, it was indicated by the No 2 Textile 
Machines’ expenence that we may handle in a better way 
the relations of interests among the state. enterprises 
and workers by simultaneously carrying out the separa. 
tion of flow of taxes from that of profits and the 
distribution according to one's own accord Therefore. to 
substitute the contracting system with the separation of 
flow of taxes from that of profits is a condition that we 
should strive to realize 


Second, within the framework of “two lowers.” should 
we work out an “extent” for allocating the tctal payroll’ 
Some people held that subjectiveness and arbitrariness 
were inevitable because the “two lower” framework was 
too vague and the level of growth in payroll was not 
fixed Other people held that in the coming years. the 
pace of reforms might become quicker and that reforms. 
such as price reform, reform in the social security 
system, and so forth. would involve the readjustment of 
interests among the three parties. and would be affected 
by many uncertain factors. Thus. it would ecome mean. 
ingless if we set an excessively wide range for the ratio (> 
fluctuate. and it would become useless. and the advan 
tage of distribution according to one’s own accord would 
be offset, if we set an extremely narrow range It seems 
that we may come to a correct conclusion on whether we 
should work out an “extent” for distributing the payroll! 
according to onc’s own accord only when we have 
carned it out in. and compared the results of, caper. 
mental units 
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thofd. howld we wee profits to Make up for loses. oF 
marian fo reserves’ In No 2 Teste Machines, the 
payroll alm ated for a partinwla: year was oul in 
thal yeat wo that ae reserve was maimtamed The latory 
hadership held that payrolls » fight be leeeened 
unl) when lt avended wang sto make up for lowers 
that the workers imtereets were really | io the 
lw tueton of the OnbOrpriaes coonomn performance 
and that all afl of the factory really shared wor and 
weal and the same destiny a pa rewerve lund was 
«lt up the amount of payroll would aeuher how Fee 
-ven when | was necessary to drop oF ree thee wae 
ouerratent to the practice of guarantoemng bumper har 
veets despite drought or foods, so thal 1 would be 
difficult to develop the mecessary feeling of anaiety oF the 
~re of encowntennag ofan Stull some comrades held 
ihal coteeprees econotin performance Muctuated 
iatly oh a eperal manner, and thal thie fot only 

on the baeenees tof the enterprise in ques 
thon and its worker contributrons bul wae alec 
alfex ted by the state» polices and market factors I the 
dev lee 18 economn performance was mainly caused by 
otyective factor wae wala to ask the worker to be 
responwible for lowes = Therefore 4) was necessary to 
imreawe flee payroll during thow year that yrelded 
bumper harvest so at to make a little reserve 


The apecific contents of an enterprise + coonomn 

mance ate also worth studying Al present hold 
different viewpoints toward cconomn 

Some refer to the as the amount 
realived by the enterpriee some 
profits and tas delwery some only refer to the amount of 
profile but not the tases In addition an enterprise's 
ecomome performance fot 


iit 


Geommance te Gnd ¢ tpnetae eamied tes 


appropriate! 
judging the cconomen performance of enterprises of the 
water type 


According to the No 2 Teatile Machines capernences to 
include bonuses in the cost was favorable to practicing 
financial accounting 


macro control over the 
inctumon of bonuses im com pushes up 
offeenss profits Therefore. we must clarify two 
on the cowne of umplementation 
artutranty bhrke proet to compensate for the mcrease in 
com caused by changeng the 


1 
23% 
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(MH course the bieclueron of bonuees into the cost i fot 
purely 4 technical process if termes of finance, and 
touches of two substantial probleme Piri. we need to 
carefully study the great difference among on in 
the payment of bonuses the way thal they + the 
bonuees into He cost and the actual effects on the cost 
and profits Second, © paying bonuses oul of the 
retained profits an enterpriee has \o pay 25 percent of 
the profits for the energy and transportation construc: 
tron fund and the budget readjusiment fund Afier the 
bonuses are included in the cost the state will receive 
lees revenue Thee thus concerns the tolerance of the 
state's fecal affairs Now. 4 wome thal to imolude 
bonuses i) the cost 1 feasible, bul we should create 
conditions and make gradual progress in summing up 
our eapenence when probing and solving probleme 


Hifth in chminating laty” moome, i ie Hee 


to provide a guaranice through mechaname The 
“roma imootne distorts the statisti figures on 
payroll i was the major that .aused the 


comeumption fued to run out of control and made an 
impact of countering and undermining reforms in the 
payroll system No 2 Teatihe Machines approach. which 
included the nonbudgrtary income in the total payroll, 
was a way to eliminate the ° ‘nonbudgetary 


» of enterprise's leading cadres which was baw 
cally a form of” by persons © If the leading groups 
of some enterprise do not pore such qualities when 


everyone is actively populansing thes approach i i 

that nonbudertary income will emerge again 

we feed to deepen our reform and establish a 

macroreadjusiment mechanism as well as a self: 

constraint mechaniem that match the planned com 
fadity economy 


QIU SHI on Science as Primary Productive Force 


HK 120608249) Beng QGIUSHI in Chinese No 6 
16 Mar 92 pp iii? 


[Article by He Zeon (0149 4573 1652) “Great Signil- 
scance of “Scrence and Technology as Promary Produc. 
tive Forces’ Theory”) 


{Text} Advancing Theory of “Science and Tech. 
ology as Primary Predective Forces” 


“Sorence and technology a6 productive forces” « an 
important and fundamental Mariist point of view “Sco. 
ence and technology as primary productive forces” 1 a 
> Ci . os uh ae aaa 
after summarizing the new trends and 

cconomn Sima Gp caattnedly eal it 
has ennched and developed Maris! theones on scrence 
and and the productive forces. and is of 


important far reaching wgnificance in studying and 


analyzing the present-day world msucs and to guiding 
China's socialist modernization 
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technology are tive forces.” Por example, i the 
first volume of hie representative work Dias Sapaes 
Mara believed that ‘Labor productive forces are deter 
Mined by Many situations including the average profi 
wy the workers the level of wientifix ae Aa 
and the extent of its application in technology) the socsal 
integration of the production process the sale and 

y of the means of production and fhatural con 
divons.” (Collected W orks of Mars and bagels, Vol li. p 
53) This 8 Mara’s clearcul narration which includes 
scrence and technology in the scope of productive forces 
Indirect Caposition concerning this idea can be found in 
many places in the first volume of Das Aapial Por 
instance. ‘large industries merge huge natural forces and 
hatural scrence inte the course of production” (ibid. p 
424). “the principle of large indusinies is to break down 
each production process into its various constituent 
factors. pun cma 6 completely new branch of scrence 
and technology social production proces. & 
broken down into conscious planned and systemat 
cally classified applications of natural scvence to achieve 
expected useful results” (iid, p $33) There are many 
other capositions concerning science and technology as 
productive forces scattered throughowl Mars + works 
and | am not going to quote them individually) In short 
science and technology as productive forces has always 
been a Maraist point of view 


The further development of “srence and technology are 
productive forces” is the view that “svence and tech. 
nology are primary productive forces” “Primary 
means the most important or playing a decisive 
Many capositions in thie respect can also be found in 
Mars's relevant works For caample Productive forces 
develop continuously with constant screntific and tech. 
progress” (ibid. p 664). “Such development of 
ive forces, in the final analyse. always comes 
intellectual labor capecially from the development 
of natural science” (Collected Works of Mare and 
Engels, Voi 25. p 97) 


Mars also pointed out clearly the decisive role of scrence 
For instance “The principle of mechan- 
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Such a plays a decisive role everywhere” (Co! 
lected Works of Marx and Engel: Vol 23, 9 905) “With 
the development of large industries the creatron of 
actual wealth i not so much determined by labor time 

of labor consumed | on the contrary. 
is determined by the general level of sceentific and 


technological ss. of by the application of science in 
(Collected 


production ~ Works of Marx and Engels Vol 
4.9 217) 

It should be saed that scrence and technology are primary 
productive forces has not yet been clearly put forward in 
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countries in the workd today depends to a very great 
eaten on the progress of science and technology later 
Hational unm COMpEtition is imereaaingly capressed 
iW COMpPEHIHON IA scHence and tee and human 
resources. If we wish to win victory im ft compel: 
tone. we Must Make up our mind to develop sence and 
technology to economic and social de 
ment’ (Attach Crreat importance to and Energetically 
Develop S ence and Technology’) Some economically 
Fich Countries even surpass the Moet 


for the evaluation of comprehensive national sirength 


Second. the theory “scrence and technology are primary 
productive forces” clearly shows the onentation for 
China's socialist modernization China's socialist con 


and a ene. Ce ee and 
building up the country through thrift and 

However caperrence has also proved that in the course 
of socialist consiruction. excessive reduction in the live 


ECONOMIC "” 
Modernization of sence and tech " (Selected 
Works of Jeng Xiaoping (1975. 1982) p #3) 
The theory science and technology are primary produc: 
tive forces” also pul forward how to ¢ the value 


of mental labor in the theory of the political economy, 
whether or fot education and othe: lines have the dual 
nature of both superstructure and productive forces, and 
#0 on. In short, advancing such a theory will set off new 
feweanh of Many issues 


The theory ‘scrence and technology are primary produc: 
tive forces” has further guided activity into the tenets of 


Deng Xiaoping have set an example for us on how to 

absorb the achievements of modern natural scence into 

ae theories thereby enriching and developing 
iam 


FINANCE, BANKING 


Lessons Drawn From Japanese Banking Practices 


VIC H04694 Beying GUANLI SHIIE 
IMANAGEMENT WORLD) in Chinese No 2 
24 Mar 9) pp "0-484 


Article by Lu Baifu (7120 4102 3940). Development 
Center, State Council “Survey of Japanese 
Finance and Lessons To Be Drawn From it") 


Text] The United eee Seeceomens ont Teen 
Financial Ard Project Task Force on Fi 
Policy and Financial Systems conducted a survey of 


Japan's financial policies and financial system It visited 
1} banks and other institutions in both Tokyo and 
Osaka. namely the Ministry of Finance Government 
Finance Research Institute. the Bank of . the 
Long-Term Credit Bank of Japan. the | Bank of 
Japan the Japanese Bank the Expon. 
Import Bank. Mitsubish: k. the Tokyo Stock 
Exchange. the Nomura Securities ( 
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poss.ble to dovetad ite domestn financial system with 
the international financial system erecting a suitable 
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from temporarily increased cyclical Nuctuations of credit 
on a larger wale High interest policies are used only 
when the specialized banks isue too much credit, 
thereby causing a funds shortage 


4 No mation whether business 1s done for commercial 
Feasons of Poli) feasons banks must bear responsibility 
for profits and losses as the only way of making a return 
This is the bask requirement in bank transactions 
Proper control of bank size so that a bank does not 
become too large is catremely important Control over 
bank sive 18 ah important aspect of bank control in 
Japan Japans bank-—-the Mitsu: Taiyo Kobe 
Hank 23 Darcy Kangyo Bank is 
second with only 20. Only in this way can monopo- 
les be broken up, competition be fair, services 
improved and returns increased 


5. Central bank currency policy goals must be clear 
Japanese experts noted that China's tice of a 


controlling currency supply beleve that currency 
control must begin with control of the economy The can 
should not be put before the horse As to what the of 


Japan Nevertheless. an increasingly large number of 
people believe that economic development is better 
when prices are stable and currency controlled 


6 Building of a sinct bank management to 

increase returr on funds J experts 

most fundamental of reform is the equi- 

table use of funds Finance plays a middle man role with 

the goal of developing industry which 1s to say finance 
bp mem foydenyy La body | 

to "s SUCCESS In USING a i small amount 

ic Gavdeoanat (ann | 


| 
fi 


that for China to have a funds shortage while large 
amounts of moncy are tied up in reserves 1s truly a waste 
In Japan. the ratio between funds and reserve 
funds is four to one, but in China the ratio 1s too high at 
a general one to one or even higher If the money in 
reserves cannot be reduced the banks are powerless to 


& Need for rational solution to the problem of bank 
parochialism Some caperts believe that although 
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ina s Bathe are Hational in character, wace the heads 
branch banks are chosen locally they fad refusal of 
government requests dil ull, consequently, the 
Hit 1 financing ts fairly serious bul 19 most cases 
head office the central government has to bear 
consequences This is a mayor problem in the fitness 
the Chinese finan ial system bven after authority for 
appoimiment and removal of cadres reverted to a 
level, the tendemy toward parochialiam was by 
Means compictely solved Modest development of 
local banks of appropriate division of exiting special 
ized banks into fairly small multiple service banks might 
be an alternative By so doing. local governments would 
be responsible for the use of funds thus, they mught 
resirain themeclves more and the would alo help 
Macroeconomin regulation 


9 A financial system that provides long-torm funds at 
low interest must be devised Some caperts sad that 
China's indusinalivation and modernization require 
large amounts of long-term investment which cannot be 
guaraniced through rehance on mp acounts and 
short-term funding over along period of ime and which 
also poses certain risks During the neat 10 years of 

reform in China, means must be found to 

a stable sysiem for raring and using long-term 


hii te 


$* 


capital 


10 A highly ethical corps of bank management talent 
must be built Japanese cr perts emphasived that banking 
is a special kind of business in which bank cadres must 
stress “ethical principles meaning they must have a 
strong policy sense. act impartially. and be honest in the 
performance of then duties Otherwise, the banking 
system will nor run well When problems occur im 
= S they may frequently be big problems that can 
social and cconomi life In Japan bank cadres are 
staunch. and discipline requirements are strict This is 
less true in the securities business The recent securities 
sandals have resulted not only from problems in the 
securities business itself, bul also from the Ministry of 
Finance regulating banks strictly while regulating the 
securities business loosely 


The a Japan's ~ be ye ie 


In both the revival of its economy and the development 
of its industry and in the subsequent penod of high- 
economic growth following the war Japan bene. 
from having a very successful long-term financial 
investment system. which assured both implementation 
of Japan's national indusinal policy and the develop. 
ment of mayor industnes 


i 





Japan's long-term financial investment system has three 
of the following facets First 1s the building of a number 
of developmental financial institutions. both govern. 
ment-linked development banks such as the Japan 
Development Bank. various kinds of treasures, and the 
Export-Import Bank. which accepts foreign funds. and 
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civilian deve it banks such as the ar. lerm 
(redst Bank of Japan, and the Industrial Bank of Japan 
Asa result, indusinal financing is available for industrial 
development, and indusinal development is also guided 
by industrial financing This produces both high returns 
and a correct onentation Second is the building of a 
lotal system for raining long-term capital This includes 
the establishment and perfection of a government invest: 
ment system based on postal op. and a long-term 
credit’ banking system primarily the purpose of 
issuing finance bonds, as well as a share sysiem for the 
accumulation of capital Third vs the building of a credit 
banking system to serve as an investment style financing 
bridge among individual businesses 


Al that time. the above three kinds of capital accounted 
for approximately $0 percent of all long-term investment 
capital in Japan, some mayor firms using the above 
means to raise as Much as 60 to 70 percent of ther 
investment capital 


As an accompaniment to its long-ierm invesiment 
financing system. Japan also promoted a body of effec 
tive long-term investment policies from which i denved 
marked policy achievements Principal among them 
were the following (1) Adoption of a low interest rate 
credit policy to spur business interest in investing in 
equipment. (2) adoption of a system for onentation 
toward “business conglomerate credit” to increase 
returns from the use of credit and reduce credit risks. (4) 
adoption of a coordinated financing system in which 
various banks coordinate financing. concentrating tt on 
key industries, (4) adoption of a Ministry of Finance 
Funds Use Department system whereby postal savings 
funds were included in government investment. and 
used directly in the development of government. 
supported key indusines and businesses through special 
accounting and budgeting by various public bodies and 
public institutions, (5) and use of a system whereby 
government-linked banking institutions and civilian 
hanks a imstitutions coordinated investment. thereby 

ng civihan investment in a direction consistent 
with national industrial policy requirements Mayor 
projects were jointly financed by many different sources 


Although it financed projects of a policy nature. thanks 
to a mechanism that was consistent with bank operation. 
the Japanese government-linked Japan Development 
Bank not only completed fairly well the task of devel. 
oping imdustnes .1 keeping with national industrial 
policy requirements but was also able to be responsible 
for its own profits and losses. replenishing its capital 
while showing a surplus as well, The Japan Devel. 
opment Bank had main business policies as follows 
(1) Lending of moncy for value, making sure to recover 
the loans with interest, (2) low interest rates, generally | 
percentage point lower than those of civilian banks. (5) 
no issuance of credit for projects having no market 
benefit. and (4) distinguishing between credit used pr- 
marily for projects having a strong public character and 
those responding completely to market mechanism 
requirements 
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Some of the Japan Development Bank's funds came 
from government loans al a 6.6 percent interest rate 
These funds were also loaned to businesses al a 6.6 
percent interest rate. However, it was able to make a 
return on some of its own capital. It set aside 0.3 percent 
annually as a reserve for bad debts, but since there were 
virtually no bad debts, it rarely touched this reserve 
Instead, it was added to capital. In addition, most 
commercial banks had to pay a 55 percent corporate 
income tax, bul the Development Bank was exempt from 
payment of a corporate income tax Consequently, after 
making all deductions, the Japan Development Bank 
was sll able to tum over money each year to the 
Ministry of Finance The eaperiences of the ko 
eng -linked Development Bank hold 

China's reform of banking business of a + nature 


and the bank operating sysiem 


Durigg the 1970's and before, long-term invesiment 
funds were raised and loaned in Japan through long-term 
bank credit. However, beginning in the 1980's, asa result 
of the “liberalization” of financial policies, the amount 
of funds raised through the sale of securities gradually 
increased to the point where securities and bank credit 
rank equally today as the two mayor forms of investment 
financing However, Japanese financial experts estimate 
that this trend will not continue during the 1990's 
Financial freedom will be limited, meaning that secunty 
sales will not be able to develop very quickly, however. 
because of the increase in the amount of funds that 
business themselves have, a mse in residents’ income. 
and the need for a diversification of financial commod- 
itves, securities will remain the mayor source of funds for 
long-term investment 


Japanese experts believe that in its future development, 
China should also use securities to raise long-term devel- 
opment funds, however, it must watch out for three 
problems as follows First, in the management of secun- 
ties. China cannot mechanically adopt in its entirety the 
American way of relying on the law, nor can i mechan- 
ically adopt in its entirety the Japanese way of relying on 
administrative control. Instead, from the very outset, it 
must adopt a combination of both the legal method and 
the administrative control method. This ts the only way 
to get healthy development and control of the securities 
market. Second, China's control of the securities busi- 
ness today is not unified, which 1s to say that the treasury 
controls one part and the central bank controls another 
part. This can produce turmoil and become an obstacle 
to the healthy development of the securities business. 
Third, in the development of the Chinese securities 
business, attention must be given to use of the market 
mechanism instead of excessive artificial regulation. In 
this way, risks may be reduced to the minimum. Partic- 
ular care must be taken to make information freely 
Oe ee ee 
truly fair 
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Role of the J Lacal S in J ‘s 
apanese Banking System apan 


There are three kinds of banks in the Japanese civilian 
banking sysiem One is the long-term investment banks, 
one is the urban banks, i.¢., ordinary commercial banks 
that may do business across jurisdictional lines, and one 
is local banks, i.¢., banks of a local nature who service 
medium: and small-sized businesses in their own areas 
However, Japanese local banks are not local govern. 
ment-linked banks, nor are they banks performing policy 
functions. They are civilian commercial banks that pro- 
vide services for the development of the local economy 
and society However, since local banks are located in 
local areas and have as their goal serving the vigorous 
development of the local area, they play a very good role 
in providing capital for local development In the past, 
paid relatively little attention to the role of local 
s in the development of the Japanese economy, 
when actually they provided marked impetus to the local 
economy. This is something that ments our study 


There are a total of 64 local banks in Japan today, 
branches and sub-branches of which are located in all the 
large, medium, and small cities and towns in the country, 

which hold a marked attraction for local economic 
and social de t. As of March 1990, these 64 
local banks had a total of 7,456 branches and sub- 
branches, employed nearly 160,000 people. and had a 
capitalization of yen 7.4108 quadnilion Hy, type 
$54 billion), held securities worth yen 32.5343 quadril 
lion (approximately $237 billion), and held savings 
totaling yen 151.4 quadrillion (approximately $1.1 tril- 
lion), which was 17 percent of all savings in civilian 
banking institutions nationwide for second place after 
urban banks (24 percent) Credit outstanding totaled yen 
111.4 quadrillion ximately $813 billion), which 
was 18.1 percent ‘OF the he total credit outstanding for 
civihan banking institutions nationwide for second place 
after urban banks (32.7 percent). 


The function and scope of Japan's local banks have 
gradually increased with the development of the 
economy and cha in Japan's financial policy. 
making them the multiple service financial institutions 
that they are today. Their primary functions may be 
summarized as six: (1) Soaking up the savings of medium 
and small businesses and the bank deposits of individ- 
uals, (2) issuing short-term loans to medium and small 
businesses, (3) 2S SS eee 
iable securities, (4) providing support for the 
ing of local cities and towns social projects, (5) 
handling credit investment. and (6) doing international 
credit business and foreign exchange business. In addi- 
tion, they work with Japanese long-term investment 
banks and other banks in providing syndicated long- 
term credit for major local projects. 
Durning our survey, we found that the relationship. 
functions, and parties served by the three major kinds of 


bank in the banking system are not entirely the same 
There 1s both a division of labor and cooperation among 
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them, there is both competition and mutual assistance, 
and cach has its strengths and weaknesses Moreover, the 
strengths of one may oflen make up for the weaknesses of 
another This ts the result of many years development of 
the finance and banking business un Japan in which all 
lypes of banks have found their own niche Long-term 
investment banks mostly serve key national industries, 
and they focus on large cities, large businesses, and 
projects that cross junsdictional lines. Urban banks 
mostly serve large. and medium-sized businesses in 
large. and medium-sized cities, and local bank: mostly 
verve local projects and medium and small businesses 
They have a fairly pervasive presence in local businesses 
In terms of number of depositors, number of customers. 
and business capacity, they are stronger than urban 
banks Some Japanese financial experts believe that 
these three kinds of banks are relatively monopolistic in 
one way. yet they each perform a needed role 


Apart from meeting local development and small. and 
medium-sized business needs, the reason Japanese local 
banks have a certain amount of vitality may be found in 
ihe relative emphasis they give im business to the fol- 
lowing four points: First is attention to making a return. 
second 1s attention to providing services, third 1s atten. 
tron to the public nature of those they serve. and fourth 
is attention to safety in providing loans Many local 
bankers beheve that only by upholding these four prin- 
ciples in their operations can local banks become better 
and better, rane their reputations. and be extremely 
attractive locally 


During the survey, we also came to realize that despiic 
its small size. Japan has a substantial population. and 
that the needs of national and local development are not 
entirely the same The establishment of local banks can 
play a role in making up omissions and deficiencies in 
the financial system, thereby solving the problem of 
investment to meet overall natronal development needs 
and also the development needs of small and medium 
size businesses 


In China today, except for the G Development 
Bank. all other banks belong to the central bank Locally. 
there are rural credit cooperatives under control of the 
Bank of Agnculture, and urban credit cooperatives 
under control of the Industnal and Commercial Bank 
Every province has set up credit imvesiment corpora. 
tions. but they arc small in scale and non-standardized 
Frequently their behavior upsets the financial order 
China 1s a large country with a huge population and a 
vast terntory in which an appropriate division of 
authority 1s necessary In the future, a two ter regulation 
and control system under central government unified 
leadership 1s to be instituted for macromanagement of 
the economy In the discharge of its responsibility for 
local construction, population and employment. and 
social development. local government must have appro- 
priate regulation and control authority as well as appro- 
priate financial authorities. This ts extremely necessary. 
and it will also help the common development of both 


JPRS ARO) 080 
16 July 1992 


the central and local governments Therefore, as eco 
nomic development and reform move ahead, local banks 
should be gradually. suitably. and conditionally devel: 
oped. A corresponding readjustment of the area covered 
and the kind of services pertormed by central govern 
ment level banks will help the common development of 
the two tier economy Tt will enable central government 
level banks to better concentrate on handling major tasks 
of a national character and that cul across purisdicuonal 
lines 


Were local banks to be developed in China. the func: 
ons might be limited to the following sia areas (1) 
Opening of accounts and collection of savings for local 
medium and small businesses, and for township and 
town enterprises, settling both local accounts and 
accounts from clsewhers (2) providing short-term 
credit, financing the production of medium anc small 
businesses and of township and town enterprises, (4) 
take part in investment syndicates for local economn 
and social projyects. (4) represent locel medium and 
small-sized businesses. and township and town enter: 
prise in the iwseuance of share certificates and debentures 
($) act as a depository for local government revenues 
and (6) do trust and other business 


if local banks are established in China, they must be 
independently operated national banks having a local 
character in which the national treasury. local treasures 
and the central bank hold shares They must be under 
leadership of the central bank and operate in accordance 
with banking regulations Local government must set up 
supervisory organs to provide guidance but not intertere 
in their actual operation 


Local banks are associates in the same business with 
national specialized banks and other multi-service com- 
mercial banks They must help cach other professionally 
but also cngage im a certain amount of competition 
However. they must avoid malicious competition 


Shanghai Opens Metal Futures Market 
YICEOS014 Hone Aone CHING - CHI TAOPAO 
/ECONOMIC REPORTER) in Chinese No 20 
28 May YP pp iis 


[Article by He Wan-nan “The Shangha: Metal Exchange 
Opens May 28—The First National Futures Market To 
Develop ‘Speculation im Stocks} 


[Text] Recently, William Grossman, senior vice-president 
of the Chicago Futures bt chanee predicted Shanghai 
may hecome the reeet futurcs market in Ava and may 
jon Chicaee and London to become one of the three 
major futures trading center: of the world 


Al present in Asia only Japan and Singapore have rather 
successful international futures markets Because both 
countnes lack natural resources. the main business there 
is financial futures trading Asa still lacks commodities 
futures markets based on agricultural and sideline prod- 
ucts as well as raw materials 
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The world economy is a system of circulation, Because of 
time differences, there is a “gap” of five hours in terms 
of business time after the Chicago and London markets 
close. The international community hopes that Shanghai 
will close this gap by opening a commodities futures 
market 


The Sha i Metal ve gt based mainly on futures 
trading will open on May 28 “Speculate in stocks —« 
derogatory *rase representing a concept most u . 
able to the Chinese in the last 40 years—is coming, with 
honor and speed to Shanghai, China's largest financial 
and economic center 


On the eve of the opening of the exchange, the 
exchange's first president Mr. Yu Gu said frankly 
in an interview: “We are not very familiar with the 
matter of futures But we will do well, because we need 
such a thing.” 


Price Reform Leads To Call for Futures Market 


In April 1991, the Ministry of Materials and Equipment 
held a “Symposium on International Futures Trading” 
in Shanghai, and invited a group of well-known interna- 
tional futures trading experts to give lectures Before 
that, as carly as the late 1980s, a group of young and 
middle-aged scholars in the decision making stratum in 
Beijing and think tanks began studies on futures, and put 
forward detailed plans on opening futures markets on 
the mainland In their view, the two most important 
matenal conditions for opening futures markets are (1) 
There needs to be a spot market characterized by 
fluctuations, and (2) the state no longer sets prices 
two pom Tomdy already basically exist on the 
mainland Presently. mandatory plans cover less than 40 
percent of the means of production. However, in the 
absence of futures marxets that could perform the func- 
tions of “price discovery” and “risk minimizing.” prices 
for the means of production expenenced rounds of 
sudden surge and plunge in the last few years, leading to 
rounds of sudden surge and plunge in production. As a 
result. producers. businessmen. and consumers have all 
suffered great losses 


China cannot do without futures markets But according 
to China’s relevant laws and regulations, to gain profits 
from trding using economic contracts constitutes the 
act of profiteering In this respect. jing. deputy 
director of the Contracts Department of the Bureau 
for Industry and Commerce Administration and an 
enthusiast for futures trading. said In the explanatory 
notes on the relevant statutes promulgated in 1990, we 
indicated explicitly that exceptions had been made for 
trading activities based on economic contracts carned 
out in the futures markets established with the state's 
approval The deputy director said with humor “Before 
anyone else. the government bodies for industry and 
commerce administration have emancipated futures 
trading from the confines of legal prohibitions, as can be 
= within the limit of their authonty for interpreting 
law " 
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A National Futures Market 


The Shanghai: Metal Exchange will be under the super: 
vision of both the Ministry of Materials and Equipment 
and che Shangha: P ‘s Government. The deputy 
mayor of Shanghai Gu Chuanaun will hold concurrently 
the post of the chairman of the management committee 
of the exchange. In an interview, an official of the 
Ministry of Materials and Equipment said the govern: 
ment bodies concerned selected Shang)a: as the national 
fulures market mainly based on considerations of Shang: 
hai's comprehensive strengths Shanghai is the largest 
economic, financial, and information center and trans- 
portation hub on the mainland. Shanghai and its sur- 
rounding areas are also China's largest producing areas 
and consumption markets for raw and p mate: 
rials including metal materials Shanghai's annua! 
volume of consumption for nonferrous metals alone 
exceeds 400,000 tons. Especially, the Shanghai Stock 
ey has been in operation for a year anda half The 
people of Shanghai arc increasingly strong in their con- 
sciousness of financial investment. Such financial assets 
as bonds and stocks already account for one-third of the 
urban population's savings. Of a lation of over 13 
milion in Shanghai, more than 200,000 are stock- 
holders. A substantial number of Shanghai residents and 
nonresidents who came to Shanghai with huge sums of 

earned through securities trading have made 
their fortunes tradi _ stocks. They would like to engage 
in futures trading and real estste trading. and want to try 
even more up-to-date exciting ways of investment 


According to this official, some commodities markets in 
the in ions look somewhat deserted because they 
remain mostly spot markets. then the main actors of 


futures markets—those engage in hedging for value- 
Preservation purposes and who speculate on goods 
in short supply—have received training and matured in 

i, Owing to the actual existing situation, in the 


early stage the ex will start with spot trading and 
contract-based tran of spot goods Before long. 
futures trading can also begin 


Breakthroughs in Price, Management and Finance 


Shanghai began to consider allowing trading in futures 
some time ago. The Shanghai municipal government 

ulgated a local statute “Provisional Regulations for 
— the Shanghai Metal Exchange.” aside from 
allowing contract-based trading. contains breakthroughs 
in three areas as compared with the existing policy and 
other trading markets on the mainland 


First, in terms of price policy, within China there are still 


Sealing will be eliminated. Trading in spot 


tion. 
goods will be temporarily limited to “outside-plan” 


products. But with the beginning of futures trading. the 
exchange will only consider relevant contracts, instead of 
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whether the goods are of ine of Outside-plan, as long as 
the relevant transaction is based on standardized con 
tracts. Furthermore, price controls exercised by the state 
over means of production will eventually be lifted 
According to Chang Qing, consultant and research fellow 
at the Development Research Center of the State 
Council, China should learn from other countries. It is 
necessary 10 use price intervention to cover only those 
items that directly relate to the life of the population, 
such as rice, college tuition, public transport fares as well 
as water, clectricity and gas. However, prices of means of 
production do not directly concern the population, and 
will affect the prices of finished consumer goods only 
afler traversing through many stages. He thus firmly 
believes, the day when the prices of means of production 
are totally decontrolled will be the day when there will be 
active trading in futures in China 


Second, in terms of the scope of enterprise operations, all 
businesses that are members of the exchange will be 
allowed to engage in trading conducted through agents 
The trustees will be allowed to engage in both spot and 
futures trading in metals without being confined by any 
scope of operation. Because many members of the 
exchange are not engaged in circulation, but are produc- 
tion-onented businesses and big consumers of materials, 
we will allow them to be agents and allow production. 
onented businesses to be traders. And allow the trustees 
to exceed the limit of their scope of operation is in fact to 
allow those businesses with no real need for metals to 
engage in short-term speculation in the form of arbitrage 
Obviously, this 1s based on a policy of creating markets 
and creating speculators 


Third, in terms of financial accounting, it 1s clearly 
stipulated that income from trading 1s considered profits 
for the enterprise, and that losses from trading are to be 
offset by the enterprise's profits. This provision is espe- 
cially important. In the carly phase of the exchange's 
operation, the main actors in the market will be large 
businesses, especially some state enterprises. Profits 
from trading will be \urned over to the state, and the 
state will also be res, onsible for the losses. Therefore, 
these businesses will not necessarily feel the need for 
conducting trading at the exchange Now it 1s clearly 
stipulated that the profits retained by the enterprises can 
be used not only as funds for developing production but 
also as bonus and welfare funds for employees. In 
stock-issuing enterprises, the profits can also be used to 
benefit the stockholders. Only in this way is it be possible 
to stimulate those thoughtful and courageous enterprise 
managers, and to let them boldly enter the exchange to 
buy futures so as to reap profits. 


Three Categories of Actors To Be Exchange Members 


The soon-to-open Shanghai Metal Exchange operates on 
the basis of a membership system. There are 68 seats in 
the trading hall. According to the exchange regulations, a 
member must have the status of an independent legal 
person, and can cither engage in trading itself or act as 
agent. Membership ts open to three categories of actors: 
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1) Enterprises that engage in the production, use, of 
trade in metals, 2) foreign trade enterprises, and 4) 
financial institutions At the same time, a member must 
have at least 5 million yuan (RMB, the same below) in 
registered capital, and conduct trading that exceeds 40 
millon yuan annually at the exchange Of the 43 starting 
members, there are |2 national-level firms, 12 firms 
from the Shanghai region, and 19 fiems from outside 
Shanghai 


President Yu Guocong gave an analysis of the members 
Enterprises that engage in circulation have a stronger 
investment consciousness than enterprises that engage in 
production. Among enterprises that engage in circula- 
tion, foreign trade enterprises have a stronger invest: 
ment consciousness than enterprises engaged in 
domestic trade, and financial institutions have the stron- 
gest investment consciousness. Of current members, 
there are three foreign trade enterprises, and three finan- 
cual institutions. Of most of those enterprises which have 
something to do with metals, about half are production- 
onented businesses and about half are trading compa- 
nics. This reporter attended a general meeting of the 
members One member, a large Hunan smeltery, said it 
became a member of the exchange mainly to use the 
exchange as a window to enhance name recognition for 
its products, and obtain market information and price 
signals to make production-related decisions. It seems 
that, similar to the situation in foreign futures markets, 
those production-onented businesses are mostly there 
for valuc-preservation purposes, trying to minimize risk 
through hedging Because a large Shanghai circulation. 
onented enterprise profited from engaging in interna- 
tional futures trading in the last two years, it hoped to 
engage, at an carly date, in futures trading, conducting 
both hedging for valuc-preservation purposes and arbi- 
trage. On the other hand, financial institutions, based on 
their strong capabilities in terms of assets, can buy at low 
prices at times of a weak market, and sell in large 
quantities at times of a boom market to gain risk- 
minimizing benefits, and to play the role of stabilizing 
the market 


Seven Metals Available for Trading 


According to a source, when the Shanghai Metal 
Exchange opens, the commodities available for trading 
will be six nonferrous metals, copper, aluminum, lead, 
zinc, tin, and nickel, as well as pig tron. Standardized 
measurement will be used in trading the commodities. In 
futures trading, the unit of measurement will be “shou” 
which 1s five tons of copper, aluminum, lead or zinc, or 
two tons of tin or nickel, or 25 tons of pig iron. The unit 
of measurement for trading in spot goods will be a ton 
For a penod of time, there will be only trading in spot 
goods. The buyer and seller must conclude contracts on 
the deliveries of goods over several months. Those 
stipulating delivenes within 10 days will be considered 
spot-goods contracts. Those stipulating deliveries within 
six months will be considered short-term contracts. 
Those stipulating delivenes beyond six months will be 
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comedened long Ferm contfarte Mort on long bern con 
tracts can Be cachanged 
au ton al the © Atl , 

Made to create conditions for Beginning futures trading 
by the end of the year According to a source, futures 
trading will start from copper Tentatively, the 
cachange © mann trading will be Monday | weeday 
and briday (eacepting legal ys) 
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interests and the artificial blocking of the 
therefore reform must be continued In addition the 
delivery of goods has to be ensured by railway and 
tranaportation departments 

INDUSTRY 
Roundup on blectromics Industry 


OW 050619109) Reyne INH Domest Service 
in Chinese ORT GMT S Jun 9) 


“Roundup” by XINHLA reporter Gu Honghong (757 
1163 316%) “The ‘National Team of Plectronis 
Industry Sets the Main Beam in Place”) 


have now found a genuine Ti) ion.” This 
was sand by the president of a world renowned cle 
tromecs after a cooperation agree 





In June 1991. the electronics mndusiry’s national organ: 
ravvon-—the China Bletromis Indusin ( orporation— 
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changed the sHtaution io which lorem firme dominate 
the Markel for savesiment type cloctromes products i 
our country 


Hlectronn systere cogimecnng tor the moderation of 
transportation is considered a symbel of madernization 
of the electronis industry of a country This category 
includes ait port capreseway railway and city trans 
port control systems. Most of the tems for those eystenn 
can be produced in our country Within the wattered 
viuation however oo enterprine could ag & the pro 
duction task for the entire system During the “Sith 
Five Vear Plan” and “Seventh Five Vear . periods. 
the state spent more then $40 millon to umport dems for 
ait traflk control systems alone After its the 
China Lectronis ( onporation fit tried to and 
manufacture au traffic control systems. including a new 
type of radar Computerized aviation guiding equipment, 
and clectronis equipment for gathering meteorological 
data Since the No | ai traffic control system was put 
into operation in March of thes year at Jinan Avport, a 
has helped prevent three dangerous accidents Now this 
acheevment has won the state's fest prive for major 
technological equipment The No 2 an traffic control 
system has also been produced Meanwhile the demon. 
stration of more than 90 tems for an traffic control 
system has been complicted and those tems will be 
produced in the neat three years In thes way our country 
will be able to establish a nationwide au traffic control 
Actwork In international a for a favigational 
control system at Tian Port, the China Plecironics 
lndusiry ( orporation also achieved success on making a 
tender 


The devclopment of clectronics systems. including those 
for controlling the processes of power generation and 
coal and oi production. has been one of the mont 
significant technological revolutvons of the energy 
industry on thes century The ( hina Blectronics Industry 
Corporation has aleo made wpenificant headway in thi 
area A computer controfied system for regulating power 
loads has been in use in the power grids of such large 
cites as Tranpn Chongqing and Cruangzhou A numer. 
wal<controfied system for recording of well informa. 
ton—a system nicknamed ‘talking clectronie drill 
bits” - -snstantly increased driling cfficrency by five fold 
The supply of dozens of such bits to of departments has 
conserved some $10 muithon of foreign exchange Bloc. 
tronic Navigation equipment supplied by the corporation 
8 very popular among on! workers on Tarnm In the past. 
whenever an oi reserve was found of workers would 
mark the location with a stake. which would likely be 
burned by sand aficr a wandsiorm Because of the clec- 
ironk navigation equipment. on spots can be cauly 
located by of worker 


The development of appled clectronics systems has been 
one base project of the China Plectrons Industry 
Corporation and the corporation has accomplished a 
great deal of work in thes regard over the past year It has 
now basically compicted for RENMIN RIBAGO) 2 system 
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ae eo my poy of the China Hlecironns lnduety 
dy mt China's electrons indusiry 
ahs agen d aapost Crunded by the 


wag the corporation has 
oe te tap ban ton in devel 
in neighboring Countries and Eastin 


- an yd wy AER oe Prager ts of buskding oy stern 
ft chnihin ans powet stations telev ivan 
fa Matron i pound stations digital 
microwave telecommunical urban and rutal tele 
communciations networks and sod gullie beandeest stations 
in Japan, Burma. Laos Mongolia and Vietnam Th: 
many international bids it has won ai home have also 
ng bye nan 8 image that its clectronns industry i 
to compete 





imemnationalls 


Speaking on the corporations developmen: 
Diantu. chief economn manage: of the corporation 
said: As the representative of Chines electrons 
industry. the corporation pot only will continue to 


an important part in capediting the technological desc! 
opment of the entire electronics industry and in ser ing 
as the vanguard of the nation’s clectronis industry 


ee er te Cee 
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will make efforts to promote devclop: 


ment of high technology to double its production valuc 
in the neat 10 years. today’s BOONOMIC DALY 


[Test] Beying, July } (XINHUA) —<« hinas Hurling 
maternal industry 


The mdusiry A on cement and glaw 
products nh oll ve bulk coment ports and 16 
cement plants to yt} up 4 system of bulk 
cement production and shipment in order to cxpand 


caports 


li will speed up manufacture of high-quality glavecs 
including jornt ventures in Dahan. a coastal city 
northeast China's Liaoning Province The valuc of glaw 
production 1s to be doubled in the Eighth Five Year Plan 


period (1991-95) 
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[Test] The State Planning Commission recently 
the recommendation for buiding the Shiyjvay 





completion lt planned that the 
comiruction of progect will start in 199) and finih 
by the end of 1995 Lipon completion. thie project will 
alleviate the province's shortage of textile fae maternal 


TRANSPORTATION 
ey, “Seat Weneew SDS 


HAO O604)S9) Rene CHINA DAILY in Eneiok 
> Jun Vp 








[M) staff ee Kee Vicheng “Sate Bid To Ciet Rav 
Syvrerm on Right Track] 


[feat] The Menrstry of Rastways has launched an crtcn 


tive reform of its transporn system in a bid to 
improve the y and efficency of its service to 
tavlway travellers 





EOONOMIC ” 
ae Ep eae Oe ceria slow trains inte 
PAPHOS BEFV KES e operation length” 
Jihow Zhenqing. Vice Director of the minitry’s Trane 
pettation Department 
The adjustment © capected to solve the headache of 
Passengers cumenien lenadietenss trae while leaving 


slow short powrhey trams hall-empty 


A growing Number of short-inp traveller would rather 
lake the bus Because i's more Meaible than the train,” 
capleined another official with the department 


hor instance commuter trains carted 120 millon 
people last year a decline of 46 percent over 1984 


‘Bul the (rare romans the most feasible chowwe for the 
bulb of busines people and tournets taking long inips.” 
he added 


Hie referred to the fact passeoger dispatch volume by 
Plane 1 a whole year equaled that travelling by train in 


ter dave 


Cn average last year cach tran passenger travelled 400 
bilometres. as agarnet 275 kilometres in 1990 


To satel) the feeds of tram weer. the miniiry will 
increase the number of sleeping cars cut hard-seat can 
afd ifctcaw the number of carnages 


7hou rescaled that a new timetable will come into effect 
from neat April when two seeping on trans will 


run from Beying to CGuangshou and Being to 
SNhangha: 
ibettenaiions Cipens Passenger Bus Route to 


SA010712°49) Haran HEILONGHANG RIBAO 
in Chinew 0 May 9 pi 


By reporters Low Mong (049) 7686). Jin Yongzhe (6855 
ts 0772), and Li Vongy (2621 WS) 4764) “Suifenhe 


(ity Opens Highway Passenger Transport Wah Russia”) 


Text] At 0900 on 19 May. a jumbo bus from Russua’s 
yy Kray SS SSeS 


(Steele Coy, cbich hed Gove oulhor Gvvclapanees tr 
City. whech had been under for a 
long time has been formall) opened 


Along ith the dev clopment of reform and opening. the 
number of passenger and exiting Suifenhe City 
has increased The pair of trains running from 

directions between Ruwia and Chine cannot 
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Matiotines the number of domesth and forign passengers 
on buses cach day May roach BO after the formal opening 
of highway passenger transportation This will greatly 
feleve the stramed situation in which ee 
entering of calling the country encounter great di 


tree 1h WeIng Iranaportation 
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all have one thing if common, namely thal they won 
hy ey bg» 4. spotien 
honors as" . 80 they could wantonly indulge 
in COrfuptiOn, bribery and other criminal act 


- 
< 
— 
= 
= 


ry 
Hee 
it ie 
rutile 
esti 
Heth 
jipletgiestit, 
gs 23izfibe 2 


Committing Crimes by Mixing Up Lies With the Truth 


Al many units. th. issuance of false invoiwes and false 
receipts. and the reporting of false . has become an 
this 1s done under 


a unit's items of 
impossible In > cane. 


salsais 








SOCIAL iy 


associates when they can, they pul off action when the 
can, and they turn big affairs into small affair and 


affairs into moths result of this policy is doubtless 
os abet evil by ing it, and to connive in crime 
ty 


by Mr Hu, a clerk rahe fuel coment. used 
unity afforded allocation i 

at call ts eae conctnasind com ef trams on VE 
tons of his unit's coal, m ting more than | 14 
million yuan in « fu ver he ia 
imported luxury car for his own use with his 
gains The unit leaders got wind of this. but in 
ay oy the unit's reputation. they not only 

not take the initiative to report the case. bul on the 
trary. they fabricated various falsehoods to cover up 
that a crime had been committed Because they 
promptly report the case for investigation and 
result was that more than 4 million 

be recovered, so that the collective 


psi 
T 


if 
, 


Evading National Taxes by Falsifying the Truth 


Individual a ee themselves off as collective 
enterprises. and units display the insignia of 
tax-free units to achieve the goal of tax evasion This is 
another new situation where economic crime is carned 
out under the cover of deception A small number of 
lawless economic managers “dress up what 1s really an 
individual enterprise in the guise of a collective. or else 
perpetrate a fraud and pass it off as a school. a welfare 
organization, or another tax-free unit to carry out eco- 
nomic activities As a result. “when the false becomes 
true, then the true is also false“ What should be pro- 
tected cannot be really protected. on the contrary. illegal 
activity acquires a “magic charm” that drapes it in a 
cloak of legality 


In the second half of 1991. tax authorities in a certain 
prefecture carned out a close investigation and clean-up 
of all the enterprises under contract in its jurisdiction. 
comparing them with the five critena for collective 
enterprises. Of the 43 enterprises investigated. nine 
really had contracts as individual enterprises. even 
though they had licenses to operate as collective enter- 
prises and enjoyed the tax preferences accorded collec- 
tive enterprises. Most accounts were in disorder. income 
and profits were inaccurate. and there was serous tax 
evasion Through investigation. more than 670.000 yuan 
in delinquent taxes were recovered On average. cach 
enterprise evaded paying more than 70.000 yuan in 
taxes 


Fraud and deception. by the magnitude of the harm it 
causes, and the extent of its spread. has become a social 


phenomenon that cannot be ignored The main reasons 
are. 


1. Bureaucracy opens the door to charlatans. Ai some 
institutions, there 1s a serous problem of bureaucracy in 
the way the supervisory departments and higher-level 
organizations do their work Their understanding and 
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in 
nd 
, and say How are 


this kind of 


manpower 
emboldens the 


of an enterprise says 

sone all the time, bul we don't 
we eat, drink. 
onl 


wastes 
sensuees, Gad tne, bet ee 
tans Al the same time. i reassures those lawless people 


to the basic level caist in name 
who take opportunities to commit various kinds of 


the the 
ve 
Everybody's fine!” 
Inspection Hot 


fapect 
1 8 just 

cha 
problems 
*m fine! 


at iy 


HE ii! 


1c crimes, and confirms their criminal mentality 
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Li Teng-bui bails in Constitutional Keform 
YICMOIITA Taiper HSIN HSIN WEN [Ti 
JOURNALIST] in Chinese No 274. 6 Jun 9 pp 08-29 


Article by Stuma Wen-wu “bight Ropes Bring Li 
eng-hui's Prestige Down to the Ground” | 


| Teat}] Constitution-making and constitution amend 
are both mainly the question of distribution of _ 
political force. This time, the Kuomintang [KMT) con. 
trolled three-fourths of the seats, bul there was fo 
internal consensus Even though the amending of the 
constitution was done by one party behind closed doors. 
the lack of internal consensus created an uncontrollable 
monster of politics on constitutional meucs. and sowed 
seeds for even more political conflicts in the future The 
KMT will pay a price for that in the year-end Legislative 
Yuan election. At the same time, Li Teng-hus, in his 
double role as both the president and the charpman of the 
ruling party, not only encountered severe challenges to 
his ip capabilities. but also suffered quite a lot of 


damage to his prestige and image 


The results of this round of constitution-amending and 
the National Affairs Conference of two ycars ago repre. 
sented two extremes The National Affairs Conference 
led to high expectations for democratic constitutional 
government, but the process of amending the constitu 
tion in the National Assembly brought huge dark clouds 
and potentials for disaster The National Affairs ( onfer. 
ence added greatly to Li Teng-hui's prestige in society 
Even the Democratic Progressive Party [DPP) was 
almost disarmed, and acquired a Li Teng-hur complex 
However, the current round of constitution amending 
led to a fall in Li Teng-hui's prestige. and has also 
liberated the DPP from its Li Teng-hur comple. 


Society-wide, the state of public opinion provided a very 
advantageous situation for democratic reform But iron- 
ically, this round of constitution-amending provided a 
stage for KMT conservatives and for the local forces. On 
the other hand, the enlightened and progressive forces in 
the party did not have opportunitics to display their 
strengths. Surely. the conservative forces and the local 
forces had different intentions Although conservative. 
the conservatives highly value structure and system 
However, the local forces just try to have then way. by 
making full use of their financial power Thus. nothing 
really good can be said about them Unfortunately. this 
ad hoc session of the National Assembly became a stage 
for the performances given by local KMT politicians 


They were responsible for the greatest part of the farce 
which was full of nonsense and absurdity 


Nevertheless, those local KMT politicians were all 

trained by the KMT. On the other hand. nondistrct- 

an National Assembly members with enhanced party 

Some their seats according to party plans In the 

MT depended on those people for votes and 

© acinus its ideology. When the KMT ined to use 

these people to achieve constitutional reform. the result 
1s the situation we see today 
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All this shows that this kind of behavior is in the nature 


of the KMT led by Li T + This naturally reflects 
the difficulty of reform . the easily foreseen 
difficult situation became all the more di » Because 


of the shesnee Gi 0 conssnnes % Oe panty ot Go 
ning of the process, a failure to coordinate actions to 
achieve mutual understanding, and a lack of overall 


planning 


(hanging the mode of presidential election from an 
clectoral-college system into one of direct elec. 
won may have been a focal point in Li Teng-hui's 

blueprint for amending the constitution He hoped to 
build a for Taiwan’ 8 democratic politics by intro: 
ducing the systems of popular election for the provincial 
governor and the president Because up to now, neither 
the president, nor the Executive Yuan president, nor any 
minister, nor any or mayor is elected by the 
people ypeliy rectly responsible to the electorate If 
such a situation is shoved to continue, Taiwan would 
never have democratic politics. Therefore. only by estab- 
lishing a system of popular election for the president will 
it be possible to have an opportunity to imiroduce 
structural changes in the structures of the state and the 
government. It will be necessary to use such a lever, if 
there 1s to be a rebirth of Taiwan's political system, 


entailing large-scale changes 


In their view, with the introduction of direct popular 
oe eee, S ee ee 
would change immediately The party would 

clection-ornented As a result, so-called political seniors 
or big shots who often stir up trouble would be pushed 
aside In the future, only the president, directly elected 
by the people. would be qualified to represent Taiwanese 
society, and assume the role of leadership on such 
matters as foreign affairs, military affairs. and policies 
on the mainland In the future the constitution could be 


amended again and again There would be a continuous 
process of amending the constitution, until a democracy 
was established 


But to ensure success in to this focal point of 
direct popular election, on issues Li Teng-hui made 
important concessions that overshadowed anything that 
was achieved on the focal point. Even on the issue of 
direct popular election, in the face of overly differ- 
ences. he also compromised by to ng the 
matter for the time berg to avoid a in the party 


In fact, on view of the state of public opimion in Taiwan, 
and the ruling party's position in terms of 


advantageous 
the control of the media, it would not have been too 
sentiments in favor of direct 


difficult to build 
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eapressed then support for bi Lengehur bur coded up 
hurting Li Teng-hui instead Such a situation of revered 
roles had a lot to do with the leadership exercised by the 


party center 


Sung Ch'wyu has become the common target of cot 
com He had catensive exposure on television Hut the 
nt media extensively carried criticisms of him He has 
good at handling the media. but now finds uf 
difficult to defend himself, The party newspaper that was 
under his guidance was not well regarded in the National 
Assembly The newspaper also had big problerns with 
to the staffs knowledge base capabilities. and 
e s at promoting mutual understanding They 
worked very hard, but the carpenter who produced the 
most wood scraps may not necessarily be the best car 
penter High-ranking party fauhfuls were not of high 
caliber Asa result. many people have come to question 
Sung'’s wisdom on personne! matters 


Surely, there is no question that Sung Choueyu enjoys the 
trust of Li Teng-hui who has tended to pive Suny 


important ments. Bul many of Li Teng-hurs sup 
porters are rather critical of Sung Chou-yu for his nom 


nating a whole bunch of conservatives who have turned 
out to be opponents of Li Teng-hur Some of those critics 
are of the view that Sung Ch'u-yu played a balancing 
game But others argue that he was engaged in fence 
riding to leave himself an option otherwise. how could 
have everything turned out as it did” 


Sung Ch'u-yu's supporters of course argue that Sung has 
been unjustly blamed As Sung had yet to cultivate hes 
own followers, he could only select people from those 
who were available Those people were a legacy that he 
had to carry over. he had lithe choiwe 


In the party, the discontent against Li Teng-hur was 
rather overt on the part of many old-line party workers 
Moderates criticized Li Teng-hui for having only the 
charisma of a leader, but not leadership capabilities 
Radicals believed Li to be power-hungry and somewhat 


petty 


Many who were dissatisfied with Li placed thei hopes 
on Hao Po-tsun. As a resull, in the process of amending 
the constitution. there occurred proxy wars waged by 
groups having their own masters The proposals on 
amending the constitution were also a rather typical 
product of the rule of man. It was as if the role of the 
constitution had been to clanfy the private relations 
between Li and Hao. As a result. work on all! the related 
Clauses was shelved 


The KMT's ideology —the doctrine of five power const: 
tution—stll casts a large shadow over constitutional 
reform. Conservatives would. from time to time. speak 
in the grand name of Sun Yat-sen Having done their 
work, they even went to Sun Yat-san’s Mausoleum in 
Nanjing to present to Sun Yat-sen the successes achieved 
in amending the constitution Both the Three Doctrines 
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of the People and the Founding Father's Thought have 
become instruments to be used in waging power struggle 
and in obstructing reform 


byven communiwm has been revised repeatedly. or even 
renounced, but the disciples of the Founding Father 
heheve that the Three Doctrines of the People are fixed 
and that no change 1s allowed. 11 1s truly an odd scene for 
a democracy that forces are sull fighting each other over 
isrnys 


in view of Li Tene-hut's ideas, eapernence and characte: 
he must have been deeply disgusted with the whole 
ideology, ver tired of the KMT's old-line political 
manocuvres, and’ full of determination to reform the 
casting political system. However, the resulis of this 
round of constitution-amending were the opposite of 
what he had wanted Ideology remains a stumbling block 
in the process of reform Political manoeuvres remain 
the game played everyday More importantly. the 
National Assembly which should have been abolished 
has been given even greater power Whether the elev 
toral-college system or the system of direct: popular 
election s adopted in the future, the camtence of the 
National Assembly will not be affected Furthermore 
from now on. it 1s likely to grow day by day and year by 
year 


The proposal for direct popular election. the proposal 
most important to Li Teng-hui, has yet to be adopted 
but the National Assembly which the people have 
dreaded the most can now begin operation in the open. 
and can thus stir up trouble In a sense, while benefits 
remain out of reach. bad things have already been 
brought about 


Now, there are great differences within the AMI. No 
one can control the situation. It may not be fair to place 
the blame entirely on Li Teng-hu: and Sung Ch'u-yu for 
the bad results of this round of constitution-amending 
carned out by one party. the KMT. singichanded!) Hao 
Po-tsun and other powerful members of the Central 
Standing Committce should also share the respons: 
bility, However. as Li and Sung played the roles of 
director, screenwriter and leading actor all by them 
selves, then how can the responsibility for the resultant 
rotten picture be placed on those littic local politicians 
who played the roles of clowns and other small roles” 


Li Teng-hwi: Political Genius or Ah Q 
VC WOS894 Lame TZ7ULIWANPAO in Chines 
29 May YJ p? 


[Article by Chen Cheng-nung: “Gens or Ah "| 


[Text] Over the past two months, on television and in 
newspapers. one sees that at ad hoc sessions of the 
National Assembly if it was not the Kuomintang [AMT] 
party tanthfuls who took the lead in fighting the Demo- 
crate Progressive Party [DPP]. then i was the KMI 
members of the National Assembly who were fighting 
the KMT party faithfuls. In the end, the “party center's 
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verwon” passed. Thus, the constitution which should 
belong to everyone has become a “one-party constitu: 
tion” Nevertheless, yesterday KMT chairman Li Teng 
hur still claomed that this round of constitution: 
amending was “democratic in substance and 
procedure © 


tven an clementary school pupil could understand the 
proposals on amending the constitution in this round 
The “KMT's 21 proposals” made at the KMT's Third 
Plenum were greatly different from the “KMT's eight 
proposals After the Supervisory Yuan becomes a non. 
clected body, there will no longer be “five powers.” 
However, yesterday Li Teng-hui was still praising the 
KMT members of the National Assembly for “‘imple- 
menting the decison of the Third Plenum.” and for 
maintaining the “five-power structure " 


Li Teng-hurs expression of approval for the KMT mem. 
bers of the National Assembly may have been the only 
wound of applause amidst the widespread public criti. 
crm after the completion of this round of one party. 
controlled constitution-amending. | will not for the 
moment discuss whether Li's statement represented 
indulgence in self-admuiration for the party behind closed 
doors. or Li Teng-hur's specially endowed insight: We 
can only say thes VIP is as “extraordinary” as usual 


Afier appointing a party group on constitutional reform 
to study plans on amending the constitution, Li Teng-hur 
gave an “extraordinary” performance surrendering to 
the conservative forces in the party. The leadership style 
was also extraordinary” in history by trying to overturn 
the decision on the proposal on direct presidential clec- 
tion by gorng through the side door instead of the front 
door But as of yesterday, he still used such words as 
“democratic both in substance and procedure” to praise 
the members of the National Assembly for their perfor- 
mance which had been roundly criticized and held in 
contempt If not “extraordinary.” | really don't know 
what other words to use to desenbe him 


Surely. constitutional reform is a large. long-range 
project’ But if one only tnes to buy support from the 
KMT members of the National Assembly without 
building a consensus among the ordinary people. one 
still farls to reach his target even when capable of 
performing miracies. Li Teng-hui does not thoroughly 
iMquire into why the media, political commentators. and 
subjects of opimon polls condemn. “in unison.” the 
members of the National Assembly, but still holds on to 
his lofty attrttude of “daring to be different from the 
masses. Such a head of state and party chairman. if not 
a genius. must be an Ah QO! 


Both a genius and Ah Q are “extraordinary” peopic 
different from ordinary people In Taiwan, both the 
establishment of order in politics and in the party and 
the transformation of the political structure depend on 
the leadership exercised by those high-ranking officials 


such as Li Teng-hu: for progress through various stages 
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We sincerely pray to Grod Let Li Lengehui the extraor 
dinary become a political genius endowed with god: 
given talents. bul not an Ah Q who does not face reality 


Cost-Effective Presidency Under Scrutiny 

WIC MOSIVE Jape: TZUL1 WANPAO in Chinese 
21 May 9 p? 
Report by Peng Lin “Li Teng-hui's Salary Is Higher 
han Bush's] 


[Text] Is the president of the Republic of China an 
emperor’ 


Amidsi discussion on whether special presidential 
expenditures are too high. there occurred a debate 
among legisiatorn of both the ruling and opposition 
parties about whether ‘the president of the Republic of 
China has become an emperor” According to legislators 
Ch'en Ting-nan and Lin Cheng-chieh. the cxapenditures 
are too high, and are 10 tomes that of the US. president 
The president has thus almost become an emperor 
Kuomintang [AMT] legislators struck back In their 
view, since the country is i an catraordinary penod 
such expenditures are proper. and the use of the word 
“emperor” is an insult to democracy They expressed 
regret over the use of such a word 


This morning the joint meeting of the Legislative Yuan 
considered the budget for the Presidential Office There 
was $5246 million yuan in the item of state affairs 
expenditures (all arc to be presidential capenditures) 
including 14.4 million yuan for inspections of govern- 
mental, economic and military units as well as construc 
tion sites, 12 million yuan for entertaming domestic and 
foreign guests. 16 846 million yuan for awards and gifts 
of appreciation and |. millon yuan for souvenirs for 
domestic and foreign gucsts 


According to Ch'en Ting-nan. the special presidential 
expenditures equal $2 millon. 10 tumes that of the US 

ident—$200.000. The salary of the president— 
400.000 i$ twice the salary of the US. president— 
$200.000 The special presidential expenditures are 
seven times as high as the presidential salary According 
to Ch’en ting-nan. our national income 1s lower than that 
of the United States Such high expenditures almost 
amount to the restoration of the impenal system The 
president of the Republic of China has almost become an 
emperor 


Chen Ting-nan’s use of the word “emperor” immedi- 
ately aroused dissatisfaction on the pant of KMT legis 
lators. According to Ch'ar Pi-huang. the present situation 
in Taiwan +s still different from other countnes. The 
United States enjoys peace and prosperity Perhaps. the 
special presidential capenditures do not have to be so 
high But in Taiwan. some budgetary items that should 
be included in forcign affairs capenditures have to be 
included in the special presidential expenditures Cha 
Pi-huang emphasized “To have more money does not 
make one an emperor He said legislators can criticize 
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inappropriate uses of funds, bul cannot call the president 
an emperor He deplored Ch'en ting-nan's choiwe of 
words, and believes the use of the word “emperor” is 4 
great insult to the democratic system and to the public 


Liao Fuepen also said, the president is commander. 
in-chief of the three military services, often conducts 
inspections in the countryside, and visits troops on the 
front lines during the Autumn Festival and Spring Fes- 
tival Such inspections also take place in advanced 
countries. He and Ch'ai Pi-huang were thus both for 
approving the items in the proposed budget 


Later Lin Cheng-chieh came to the podium and spoke in 
support of Ch’en ting-nan, cay Oe that Ch'en's argument 
was well-founded He retorted United States enjoys 
peace and rey. Sst is the Republic of China a 
country at war? We Dragon Boat Festival and 
Autumn Festival, but doesn't ae United States have 
Christmas’ Lin Cheng-chieh said, the ion of the 


budget was page anyway, but the KMT legislators 


should not make ndiculous justifications that make 
people angry 

In addition, the , oo party also attacked the inclu- 
sion of the item of national-unification research expen. 


ditures proposed by the Presidential Office. Chen Ting: 
nan of the Democratic ive Party parhament 
group accused the National Unification Commission of 
being a secret body. Lin ith who had alwa 
advocated unification also attacked the National Unifi- 
cation Commission for still studying the reasons for 
having one China. Has not the government always 
advocated one China” 


The government and the opposition continue to differ on 
these two items in the budget. In the end, the items were 
kept in the budget for the time being. 


Premier's Efforts To Remold Political Image 


920 MO336A Taipe: HSIN HSIN WEN [THE 
JOURNALIST] in Chinese 30 May 92 p 3 


[Excerpt] Hao Po-tsun, head of the Executive Yuan, 
recently started to change his image Some say that he 1s 
no longer harsh in his speech and stern in appearance 
The change had made his style much different from what 
it was in the past Perhaps many people have noticed 
that Hao’s cabinet has changed from the 1990's “Public 
Security Cabinet” to today's “People's Livelihood Cab- 
net.” and has changed his previous harsh image to 
today’s gentle image If these subtle changes are mea- 
sured in terms of the present political environment, they 
are especially worth noting. 


Some examples of Hao Po-tsun's recent behavior that 
has attracted attention include: Before Mother's day Hao 
gave a very moving speech carned by three TV stations 
about his thoughts on his mother. This behavior ts rare 
among previous cabinet members. In addition, he paid a 


~ 4 Af. BA ft, b,. 
walked to the vegetable market himself, The day after the 
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accidental fire in a children’s tour bus Mao visited the 
family of teacher Lin ap ee who saved other peo- 
ade life without thinking of herself, During President Li 
eng-hui's second anniversary of assuming office, Hao. 
again on three TV stations, eapressed his congratulations 
to the president ry | the Central Executive Com- 
mittee meeting of the Kuomintang [KMT] Hao = 
“hundreds of governmenta! officials and military 
als” in giving their congratulations personally to ~ 
dent Li Teng-hui, eapressing their continuing loyalty 


This obvious behavior clearly shows that he is again 
intentionally cloaking himself to receive the recognition 
of the middie class, and to lower the guard of insiders 
who favor direct elections 


Those who are close to Hao Po-tsun pomt out that he has 
no special political handlers to help him project his 
image. and he decides everything In addition, Hao's 
concern for people's livelihood has for a long time been 
like this 


According to the disclosures of an important person at 
the Executive Yuan, every Friday afternoon since Hao 
Po-tsun became head of the Yuan, he makes the rounds 
of work units unless there are more important matters to 
attend to. While Hao may have his own opinion on the 
work units, he is not someone that is “isolated from the 
world” as some outsiders have described him 


Even though the Executive Yuan provided favorable 
reasons for the changes in Hao Po-tsun's image. there 
needs to be a probe into why at this particular time he 
started to change his image 


First, there us the “life expectancy” problem concerning 
Hao’s cabinet. Last year many people predicted that 
Hao’'s cabinet, after old legislators originally from the 
mainland resigned, might not last after the end of this 
year and would probably succumb to the fate of being 
removed from power, if opposed by the main force of the 
Legislative Yuan, even though Hao might enjoy the 
support of the Democratic Progressive Party [DPP} In 
fact. after the method of the presidential election had 
been changed. the pro-direct election people and the 
pro-appointing people almost started to seriously fight 
among cach other Although Hao Po-tsun’s attitude was 
vague in appearance, his chief assistant Hsu Li-nung led 
the main offense of the pro-appointing people The 
relationship between President Li and Hao became tense 


Therefore, during recent political occasions, Hao Po- 
tsun has been compelied to refer to “President Li” On 
the 19th Hao Po-tsun publicly congratulated Li Teng-hu: 
on his second anniversary of holding office All these 
signs show that Hao intends to take positive steps to case 
the tense relationship between himself and L: since the 
third party mecting of the Central Executive Commitice 
of the KMT 
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The News Bureau chairman Hu Chih-ch tang caplained 
that Hao Po-tsun's public speech on TV was not inten: 
tionally arranged He said that the show on the 19th that 
was broadcast on the three TV stations reporting Hao 
Po-tsun's congratu!ations on Li Teng-hui's second anni 
versary of holding office resulted from the fact that one 
y requested an interview with Hao 


Program of © ulations on President Li's Sec nd 
Anniversary © the domestic department sub- 
mitted the station's to the higher authorities, the 
News Bureau refused the station's request to avoid other 
problems from ng However, Hao considered 
this interview meant hype: Aq ~ 
the news bureau itself. The film was then sent to the 


three TV stations respectively so that they could decide 
whether or not to broadcast the interview The words in 
the interview were chosen by Hao Po-tsun himself 
without the assistance of any speech writers 


Hu Chib-ch ang pointed out that Hao Po-tsun's emo- 
tional speech on her's day was also first requested by 
a TV station hoping to tape Hao's moving words. Ai that 
time based on the principle of equal access, the News 
Bureau allowed the three TV stations to conduct the 
interview together However, reporters from the three 
TV stations asked their own separate questions, then the 
stations individually broadcast their own parts of the 
interview. This led to the criticism of Hao's expression of 
ont feeh Thus, to prevent this kind of situation 
+ 4 again, the Executive Yuan decided to 
cae Ge teen alll aad Gracia to tee Goue TV 
stations for them to choose 


The reason why Hao’s cabinet gradually changed its style 
from the “Public Security Cabinet” to the “People’s 
Livelihood Cabinet” was, of course, to please the people 
However, it was the pressure of the presidential election 
at the end of the year that caused this initiative to please 
the people From the expenence of Yu's cabinet that was 
dissolved due to his interference in the election process. 
Hao Po-tsun should not Yu's lesson even though 
Hao’'s popularity is not 


The main emphasis of the policy that Hao Po-tsun is 
promoting this year concerns people's livelihood The 
emphasis has greatly increased over that of last year, and 
18 apparent not only from the attention of the media, but 
also from the focus of the policies For example. atten- 
tion focused on land value. housing costs, vegetable 
prices, and the establishment of child care facilities in 
industrial areas 1s quite different from last when 
Hao involved himself solely in political irs. The 
we sensitive political over the “17 April,” 
5 Clause for Taiwan | .” and “Military 
Conference” to “Abolishing Article 100 of the Criminal 
Law” and “Oppose the Public Reviewing of Troops,” 
have placed Hao Po-tsun in the middie and caused him 
to become the central figure of the storm 


Since the third meeting of the National Assembly the 
pro-direci election faction and the anti-direct election 











TAIWAN 


faction have hurt each other as a result of their political 
fights, alt it appears that Hao Po-tsun has had the 
sense to avoid these sensitive political problems. During 
the National Assembly meeting. it was demanded that 
there be a change in the cabinet. However, Hao didn't 
take any action until today The elimination of the 
black -list, = law against peaceful demonstration, and 
the releasing of political prisoners was accomplished by 
the Justice Ministry half a year ago. These matters were 
quickly handled only after Li -hur formulated a 
clear political policy during the KMT's senior meeting. 


As for the problems of the orginal and carly Taiwan 
residents, and the National Assembly's suggestion of 
creating a new post of administrator, the presidential 
palace assumed the main role in solving these problems, 
while Hao Po-tsun was as unmovable as a mountain. At 
present, Ch'tu Ch'ineyi's political declaration on the 
relationship between the two straiis has caused an enthu- 
siastic national discussion So far Hao Po-tsun has not 
made any comments He is now taking cither @ wait- 
and-see attitude, or waiting for the opportunity to attack. 
This situation has aroused the attention of many people 


[passage omitted] 


‘Mainiand Complex’ Causes Identity Crisis 
92CMO339B Taipe: TZULI WANPAO in Chinese 
23 May 92 p 3 


Article by Cheng Hsien-you. professor at the Biology 
riment of Culture University: “The Mainland 


Complex and Independence’) 


[Text] As long as it 1s achieved in a peaceful and gradual 
manner, many people dream of or do not oppose not 
only “unifying with the mainland,” but also of “unifying 
Asia,” or even of a “world utopia.” However, this does 
not mean that we should not have independence. On the 
contrary, we should be all the more “independent “ 


In terms of an individual, only an independent character 
can make one really capable of discussing cooperation, 
concluding contracts, forming alliances or marrage. 
Such 1s also the case with a nation Without independent 
statehood, how can one get duc respect and status at the 
negotiating table”? How can one get international recog- 
nition and the protection of public opimon” 


Discussing “Taiwan independence’ does not mean that 
we do not have the “mainland complex.” Neither does it 
mean that we do not want to have moie intimate and 
closer relations with the mainland In this respect. we 
may also say that we want even more to have a “world 
utopia.” But in cases of being united with other states or 
one state such as in the case of the formation of the 
European Community or in the case of the union of the 
East and West Germany, cach constituent entity (at least 
before the union) was always an independent and inter- 
nationally recognized state 


To have “independent” statehood, i is necessary to 
identify with the territory (country) in which one lives. 
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National education should make the country’s history, 
en, b environment, and culture the basic 
subjects of teaching. Political, economic and social sys- 
tems and norms should be mainly founded on an indig- 
enous basis. The name of the country, fundamental laws 
(constitution) and distribution of power and interests 
should be worked out on an indigenous basis and in 
accordance the requirements of the times 


For over four decades, we have been cating mee from 
Taiwan, and developing the economy and bringing up 
children with Taiwan's resources. Are we still unable to 
identify with “Taiwan?” Under the situation of being 
denied recognition by most countries in the world, why 
should one continue to hold on to the “banner of China” 
and to cling tightly to the “sceptre of legitimacy”” 
Domestically, nongovernmental organizations are pro- 
hibited from using the word “Taiwan” in their names. 
Internationally, instead of “Taiwan,” “Taipei, China” is 
used Children are privately encouraged to emigrate, and 
can “leave” easily. Does this “express one apprecia- 
tion?” 


One-Party ( onstitutional Revision Process Criticized 


92CM0322A Taiper HSIN HSIN WEN [THE 
JOURNALIST] in Chinese No 270, 16 May 92 pp 30-31 


[Article by Lin Yingchiw: “The Whole Story of the 
Dispute Between the Kuomintang (KMT) and the Dem- 
ocratic Progressive Party (DPP)"] 


{Excerpts} On 4 May, because the KMT planned to 
discuss several unrelated constitutional revision issues 
together, the DPP firmly announced that it would for- 
mally quit the interim meeting of the National Assembly 
as it did not have any room for constitutional revision. 
The DPP was thus absent from the first constitutional 
revision according to popular will to be conducted in the 
last 40 years or so. [passage omitted] 


Although the KMT remains the ruling party in Taiwan, 
and has a 75 percent absolute advantage in the National 
Assembly, in its eyes, it does not seem to see the will of 
the people supporting the DPP, nor does it hear their 
cnes, complaints, and demands. Even the social rights to 
complain and demand that do not have the slightest 
shade of political sensitivity are no exception. This 
arbitrary and a t style of the KMT makes people 
think that it 1s dea by the wall-piercing noise made 
by the fights among its members. if not blinded by the 
sulfunc gas of Mount Yangming. 


Particularly, in the course of bargaining, negotiations, 
and consultations, the KMT's mentality that it will fall 
from the cliff once it makes a concession all the more 
makes outsiders feel that this party lacks tolerance, and 
is out of proportion as far as the number of seats it 
occupies in the National Assembly 1s concerned. 


From the early days of the interim meeting of the 
National Assembly, the KMT and the DPP argued 


JPRS-CAR-92.050 
16 July 1992 


endlessly over the issue of whether DPP's Chang Chun- 
hung should be given the post of deputy secretary gen- 
eral. [passage omitted] The KMT disputed over every 
detail with the DPP and viewed the latter as if ut 
possessed 49 percent strength The KMT thought that if 
it took a step back, it would go nowhere. The DPP was so 
irritated that it disrupted the meeting's agenda by boy. 
cotting and debating strongly 


When the DPP demanded a debate over important 
constitutional political issues, such as the ways of 
electing the president, it formerly hoped that the debate 
would be carried out on a one-to-one basis. However, the 
KMT insisted on its six-to-three formula The former 
yielded and asked for the alternative of five-to-three 
formula, but the latter then hoped that there would be no 
limit on the number of individuals speaking within a 
certain time. Finally, the DPP was so pressured that it 
was unwilling to accept the offer Taking advantage of 
this opportunity, the KMT “dropped it.” It stated that as 
long as the DPP registered, it could give a statement at 
any time. As the two parties could not get along with 
each other, the negotiations broke down. To express its 
discontent and opposition to the KMT. the DPP passed 
in and out of the interim meciing of the National 
Assembly several times. Taking advantage of the DPP's 
absence, the KMT simply killed the constitutional revi- 
sion topics put forth by parties not in office. It inter- 
preted the rules of the game loosely and played the game 
of “hands up, hands down, once again” extremely hap- 
pily with itself, There 1s not the slightest sincerity on the 
part of the KMT in respecting minority parties. It does 
not even have the democratic accomplishment to respect 
the opportunity for minonty parties to speak 


With regard to the negotiations and consultations 
between the two parties, the DPP frequently asked to 
have a face-to-face dialogue with Li Teng-hur and Sung 
Chu-yu. This helped boost the KMT's position as an 
authoritative leader. The KM1. which considered itself 
supenor to the DPP, was unwilling to respond to the 
latter's appeal of “party-to-party negotiations © It yust let 
the You-liang group of its National Assembly party 
delegation consult with the DPP. Usually, the group 
could not rationally judge the suggestions raised by the 
DPP and always regarded the latter's tactics as a trick 
and dared not make any promises lightly Therefore. on 
every occasion, it would demand to take back the latter's 
suggestions for study and instructions Thus the KMT 
frustrated the DPP’s spirit. This being the case, the DPP 
was dissatisfied and asked to pul negotiations on a 
higher level, but in vain. It then resorted to play senseless 
small tricks and fool the KMT 


For example, on the morning of | Apni, the DPP 
suddenly left ‘heir seats for two hours. leaving the KMT 
the victim of false alarm of “constitutional revision by 
one party.” Again, on 29 Apnil, taking the KMT by 
surprise, the DP. returned to the interim meeting of the 
National Assembly. When the KMT's National 
Assembly deputies expanded their greater power to the 
extent of “forgetting who they are.” the DPP launched a 
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